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IS opinion on matters pertaining to traf- 
H fic control warrant widespread respect 

—for he has spent twenty years in 
studying this subject and deserves the rating 
of “expert.” 


But in the selection of securities and the han- 
dling of investment funds he must take his 
place among the rank and file—for he hasn’t 
the time, contacts, or background to weigh and 
interpret all the factors which affect the value 
of his securities. 


Yet he endeavors to handle investment 
funds, equal to his salary for ten years, 
with only casual attention and without 
specialized aid. 


There are thousands of investors like this man 
—investors who do not seem to realize that 
the management of investment funds is a busi- 
ness in itself and cannot be handled in spare 
time. To administer an investment portfolio 
with the maximum of safety and profit, ex- 
pert and continuous supervision is required. 
And if this supervision is to be of the greatest 


THE INVESTMENT 
MANAGEMENT SERVICE 


A Division of 
The Magazine of Wall Street 


FORTY-TWO BROADWAY NEW YORK, N. Y. 


An Expert on Traffic 


—but just one of the 
“general investing public” 








value to the individual investor, it must be 
personalized to meet his particular needs. 


The counsel rendered by the Investment 
Management Service is the most practical and 
economical form of competent investment su- 
pervision available to the medium sized and 
large investor. At a fee which is surprisingly 
moderate, you may retain the counsel of this 
organization to secure: 


1. Maximum income consistent with 
the safety of your funds. 


2. An excellent opportunity for appre- 
ciation with safety. 


3. Protection in a falling market. 


We will be glad to study your particular prob- 
lems and show you the specific application of 
our Service in their solution. You incur no 
obligation by taking advantage of this offer— 
but be sure to send us the information re- 
quested on the coupon below. 





2/21/31 
Investment Management Service 
42 Broadway New York, N. Y. 


Gentlemen: 


I am enclosing herewith my list of holdings. Kindly study this list 
and tell me, by mail, how your service would help me solve my invest- 
ment problems. Also: send me your booklet and the minimum cost 
of service on my account, places me under no obligation. 


City amd Beate occ cccciccvcccccescccccccsvcdcccectoccsetes coocccecoesces 


My present investment. capital in addition to the 


securities listed, is approximately $.............. 
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National Stock 
Analysis 
(February Edition) 


Witt enable you to get a bet- 

ter perspective on general 
business and assist you in judg- 
ing the value of stocks in which 
you may be interested. 


This convenient booklet fea- 
tures an industrial resumé of 
each industry together with up- 
to-date analyses of companies 
(classified by industries) whose 
securities are listed on the prin- 
cipal exchanges. 


A copy will be mailed 
upon request 
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A service for everybody 


BELL SYSTEM service in 
this country is national—and 
that means service reaching, 
either over its own lines or 
those of connecting compan- 
ies, into practically every city 


and village. Itis used by every. 


trade and profession, and has 
become indispensable in the 
social and business life of all 
the people. 

This widespread depen- 
dence on the telephone em- 
phasizes the responsibility 
which rests on the Bell Sys- 
tem. To provide and maintain 


the necessary plant, construc- 
tion expenditures during the 
last five years have been more 
than $2,000,000,000, and it 
is estimated that this figure 
will be exceeded during the 
next five years. 


The continuous demand for 
telephone service is a funda- 
mental element in the safety of 


funds invested in Bell System 


securities 


May we send you a copy of 
our booklet, ‘‘Bell Telephone 


Securities’’? 
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E extend the facilities of our 
; organization to those desiring 
information or reports on compa- 
nies with which we are identified. 
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Offer Good Only 


Free with Yearly Magazine Subscriptions 


-- To Invest Successfully in 1931 
-- You Must Act On Facts 


To give you immediately the status of the various industries and the 
situation of each individual company as well as an analysis of the economic 
and business outlook— 


THE MAGAZINE OF WALL STREET 
Offers Its Ninth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


This 








A most complete and helpful Manual prepared in a unique style, 
that saves your time and yet gives you complete information 
on every important industry and security 


Facts, Graphs and Statistics that 
will help you make your 1931 
Business and Investment Plans. 


Yearly Magazine Subscribers Can Get This Volume FREE 


UR 1931 Manual to be published on March 2, 1931, gives you a complete 
statistical record for the past three years of all the leading companies in every 
A important industry in addition to high, low and last prices for 1930. 
By giving a three-year record of security prices and industrial development, the 
Three -Year Manual makes it possible for you to study the growth or decline of the companies and 
Record 








industries listed during a boom year (1928) the turning point year (1929) anda 
depression year (1930). Such a study makes it possible to determine the probable 
reaction of companies in which you are interested to any conditions which may develop 
during 1931. 


The financial position of all leading companies showing the ratio of assets to liabilities, the net 
working capital, etc., will be included. This is a very valuable feature in view of 


prevailing conditions. 
MARKETS— , 
Analysis of the Stock Market for 1930 with 1931 Outlook. 


By the Industrial and Security Experts of The Magazine 

of Wall Street. 

Comparison of earnings of all leading companies for several years 
Past. 

New Stock Listings. 

Steck Market Prices 1928-1930. 

Over-the-Counter Prices. 

Curb Market Prices. 


BONDS— 


Among other important features are: 
DOMESTIC TRADE AND BUSINESS— 


Analysis of the Rusiness Situation from the standpoint 
of recent events and prospective trend. 
Money and Finance. 
Cc diti Including Graphs Indicating Price Trend. 

jon in Leading Commodities and new production 
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trend. 

Corporation and Government Financing in 1980 and prospect 
for 1931. 

New Industries. 

Important Issues in new Foreign Financing. 
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3 years’ Earning record—present Financial Position. 
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One hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving leading 
companies’ earnings, financial position, etc. over a period of years. Practically every company of importance whether listed or 
‘unlisted is included. The data gives the investor a complete record of the growth or decline of practically every leading corpora 
tion, which will enable him to determine the real trend of the company’s affairs. : 

The Manual of The Magazine of Wall Street will give the latest obtainable official, semi-official, or other authoritative data re- 
garding the complete year’s operations in all industries, and the principal corporations. It is broader and more comprehensive than 
ever before. 
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“Long Term” Investments 


ONG term investment is an ex- 
L pression of very common usage 

and yet our experience clearly 
shows that few people have the same 
conception of it or mean the same thing 
when they employ the phrase. When 
it comes to bonds or preferred stocks, 
of course, there is more agreement. 
Most investors do have a backlog of 
fixed income securities, which they have 
acquired and hold for a period of years, 
but in common stocks some people ap- 
parently believe themselves nee term 
investors when they retain an issue six 
months or a year. This of course is 
absurd—even retention of an issue for 
a year or more is scarcely long term in 
the full sense of the expression. 

Now we are approaching a time 
when long term investing may have un- 
usual significance. It is an old saying, 
which holds considerable truth never- 


theless, that great fortunes have been 
founded in times of acute market de- 
pression by buying sound stocks and 
holding them for the long term. There 
is much to be said for the procedure— 
sometimes the “long term” pays ex- 
ceedingly well. 

In illustration consider that splendid 
study which was made on pages 503 to 
505 of the last issue, February 7. Here 
were presented the results of three 
portfolios each involving $10,000 with 
common stocks acquired in 1913 and 
held until January 15, 1931. Seven- 
teen years is surely a long term, and 
consider the results; fair return and 
very substantial appreciation in value 
in each case. Of course, some losses 
were involved but total principal was 
increased from two to eight times de- 
pending on the standard by which is- 
sues were selected. 


Now it may be argued that the past 
17 years represented great growth and 
expansion of industry and corporate 
profits, and that such a period is not 
likely to be duplicated at once. We 
wonder. It seems that this argument 
has a familiar ring. Has it not been 
advanced in every severe depression in 
the history of this country and has it 
not invariably proved false? But true 
or not the record presented in this 
article is highly significant and will 
bear close study. Certainly there is 
suggested therein much that is ap- 
plicable today. Indeed there is even 
greater scope for selection among sound 
common stocks. If nothing else this 
study is a graphic demonstration of the 
wisdom and profit in acquiring a 
diversified list of the soundest com- 
panies and carrying through the vicissi- 
tudes of a “long term.” 








In the Next Issue 


Investment Trusts—A Revelation in Annual Statements 


By Cart WILLiaMs 


Investment trusts have passed through a year of the most difficult kind— 
They have been subjected to a trial by adversity—Now their annual state- 
ments are becoming available and the sheep can be segregated from the 
goats. No investor will want to miss this article, by the authority who has 
already contributed in our pages so much to the subject of Investment 
Trusts. 





Retail Trade Will Mark the Business Upturn 


How much benefit will department stores, mail order houses, and chain 
stores receive? What new problems face each division? How are profit 
margins affected by lower prices? These and other vital subjects to inves- 
tors and business men will be discussed. 
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Public Service Corporation of New Jersey 


Results of Operations ~1930 


HE utility companies controlled through stock ownership by Public 

Service Corporation of New Jersey, provide electric, gas and local 
transportation service in the most populotis section of New Jersey, includ- 
ing those sections of both the New York and Philadelphia metropolitan 
districts that lie within the State’s boundariés. The Corporation was organ- 
ized in 1903. Yearly operating revenue has increased from $17,149.- 
843.02 in 1904, the first full year of operation, to $138,161,946.59 in 
1930. Revenue for 1930, was the largest for any year in the Company's 
history. 

Statement of Earnings, Public Service Corporation of 


New Jersey and subsidiary utility companies 
for the year ending December 31, 1930. 


Operating Revenues (Gross Earnings) _ $138,161,946.59 
Increase over 1929—$1,075,238.94. 

Operating Expenses, Maintenance, Depreciation 
and Taxes ; 94,751,602.14 


Decrease from 1929—$504.337.14 


Net Income from Operations $ 43,410,344.45 
Increase over 1929—$1,579,576.18 

Other Income _.... 2,744,677.08 
Decrease from 1929—$288,208.79 


Total __....$ 46,155,021.53 
Increase over 1929—$1,291,367.39 

Deductions (Fixed Charges, etc.) ._-_--___-____ 15,991,719.50 
Increase over 1929—$672.682.66 


Balance for Dividends and Surplus $ 30,163,302.03 
Increase over 1929—$618,684.73 


Dividends on preferred stock paid during the year aggregated $8,115.- 
278.27, leaving a balance of $22,048,023.76 earned on common stock, 
equal to $4.01 per share on stock outstanding at the end of the year, or 
$4.05 per share on the average number of shares outstanding during the 


year. 




















The Annual Report of the Corporation and its 
subsidiaries is now ready for distribution 


Public Service Corporation of New Jersey 


A-741 
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Investment and Business [rend 


Business Will Cure Itself—Earnings and Dividends—Make 
the Best of It—Drought Relief—Investigating the Retailer— 
Twelve Hundred Bank Failures—The Market Prospect 


effects in times of stress, our opinions are too con- 
fused and divergent to make concerted action on our 


ESIDENT HOOVER is 
said to be inclining to the 


BUSINESS WILL 
CURE ITSELF 





view that after all is said 
and done sick business will be cured by time—and 
time only. It fell sick gluttonously and it will get well 
abstemiously. Having eaten too much it will cure itself, 
in time, by automatic abstinence. 

Now, somebody has a scheme for general curative 
and preventive treatment. It is proposed to create a 
sort of voluntary soviet which will draft a national 
commercial budget and regulate the stream of business 


by a system of continuous advice arising out of a kind 


of perpetual business conference. We asked a broad- 
minded banker of national and international fame 
what he thought about the big idea. He replied that 
no conference on the state of business could agree. 

“Time and the inexorable workings of old economic 
laws,” he continued, “are about the only safe remedy. 
The operation may be painful but the patient will be 
better off if normal health is restored in the old- 
fashioned way rather than by some of the new- 
fangled operative methods so frequently. suggested. 
This does not mean that I am a defeatist, for I believe 
in the application of progressive thinking, but my ob- 
servation is that while we gradually make headway 
in the matter of educating ourselves as to causes and 


new theories successful.” 

We have had enough of expedients, cures by con- 
ference and artificial stimulation. They have largely 
failed in their purpose. We might better replace them 
with sound leadership which takes full cognizance of 
the working of natural economic law. 


=, 


EARNINGS AND F we recall some of the hor- 
DIVIDENDS | rific characterizations given 

to the unlamented year of 
1930 we are apt to fear that figures are lying or liars 
are figuring when we find that of 100 representative 
companies whose 1930 reports are out, only two ex- 
perienced deficits. And the sum of those deficits was 
substantially less than the total of 1929 deficits for the 
same group of companies. It is true that on the aver- 
age earnings appear to be running about 25 per cent 
less than in 1929, but interest on funded debts was 
generally earned and but few bonds were defaulted. 
As a rule the cited companies did not reduce dividends. 
This however is no assurance that they may not do so, 
for if conditions generally do not improve it must be 
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expected that many current rates must be adjusted in 
line with earning conditions in p . On the 
other hand there will be fewer demands in most com- 
panies for expansion of a type to be financed out of 
current earnings and a larger share of the latter will 
consequently be available for common dividends. 


—, 


MAKE THE OVERNMENT, like life in 
BEST OF IT fe general, proceeds by compro- 

mise. Apparently we are about 
to be compromised into some measure of liquidation 
now of the soldier bonus debt normally due in 1945. The 
proposal to discharge the full $3,500,000,000 now has 
already been rejected, and present indications point to 
an increase in the loan value of the compensation certifi- 
cates to 50% of their face value. The Government out- 
lay will probably not exceed 800 million dollars. Look- 
ing at the bright side of the subject, we can reflect that 
whatever sums may be advanced are in the nature of 
discounts. They are not additions to the national bud- 
get except for interest charges on the bonds that may 
be required to finance the payments. A bond issue of 
$500,000,000 would not be insupportable and would 
be welcomed by those financial institutions whose in- 
vestment range is narrowly limited. It is true that 
the proceeds would not be productively applied but 
they would stimulate trade and result in a degree of 
consumer-debt liquidation, which would doubtless be 
beneficial to business morale. If it be assumed that 
such an investment in Government obligations means 
that somewhere between 500 and 1,000 million would 
be abstracted in the near future from industrial capital 
investment, business recovery may be delayed. But 
we are not convinced that such is necessarily the case. 
Let us hope that it is not and that whatever sums may 
be disbursed will prove a business tonic and that any 
reaction will be absorbed in a rising tide of business. 


——, 


DROUGHT S loans that may be dubious, but 
RELIEF that are nevertheless to be called 

loans, drought-stricken farmers 
are going to have their food requirements financed by 
the Federal government for more or less of $20,000,- 
000. But a bigger question than this is that of 
whether another drought year is at hand. The rains 
that nature disbursed recently throughout the drought 
and near-drought regions are of far more importance 
than a deluge of donated dollars. At that they are 
insignificant compared with the accumulated rainfall 
deficit. This sophisticated generation may smile at 
official summons to days of prayer for rain, but when 
we find ruin wrought over vast areas by causes that 
are utterly beyond the control of man we can under- 
stand the urge to appeal to supernatural aid. 


— 


INVESTIGATING ONGRESS in its endless 
investigations has ap- 


HE RETAILER 
re proached one that will be 


popular. The retailer is now to be put on the carpet 
along with the bankers and the utilities magnates. 


Everybody has a suspicion that the retailer is the big 
devil in the failure of retail prices to keep pace down- 
ward with raw materials. The housewife, for instance, 
would like to know why a loaf of bread costs the same 
when the wheat in a barrel of flour is worth only a 
third of what it was two or three years ago. She may 
find out, more to her dismay than her satisfaction. 
When she learns what she is paying for besides wheat 
on the farm she may be tempted to revive baking in 
the domestic kitchen. Possibly, but not so long as she 
can lay her hands on a dime when the baking hour 
arrives. The prices that we pay represent the aggre- 
gate costs and profits of whole chains and groups of 
agricultural, financial and manufacturing processes and 
services. In simpler days the housewife, who is classed 
as not being in a gainful occupation and therefore 
without monetary value, gave her valueless time and 
labor to work that now demands hard cash backed 
by a membership card in the bakers’ and several other 
unions. That the modern game is worth the candle is 
indicated by her recourse to cash instead of the bread 
pan. 


—_, 


TWELVE HUNDRED 
BANK FAILURES I know to what ex- 
AND A REMEDY tent the present 
depression has been sharpened and prolonged by the 
effect of 1,200 bank failurese—at the last: count—dur- 
ing 1930, nor how much the 5,000 failures in the 
preceding nine years had to do with undermining con- 
fidence and creating an atmosphere of fear. The fact 
that more than a hundred of the banks that collapsed 
in 1930 were members of the Federal Reserve System 
must have brought some obloquy upon and shaken 
faith in it. The public had come to believe that a 
member bank of the Federal Reserve system was 
above reproach. These facts give support to the sug- 
gestion of Owen D. Young that rigid supervision should 
be exercised by the Federal Reserve Banks over their 
members and that all the commercial banks of the 
country be compelled to join the system even if it takes 
a constitutional amendment to bring it about. It is 
true that most of the bank failures were those of petty 
institutions and that their total liabilities were small 
compared with the entire banking resources of the 
nation. Whatever may come of Mr. Young’s sugges- 
tions, the future will benefit from the past opera- 
tion of the survival of the fit. As there are now 
fewer feeble banks so there will be fewer future fail- 
ures, and home-town capitalists will not be so eager 
as in the past to start a bank with $10,000 to be paid 
as capital and eager but impecunious borrowers as 
patrons. 


OBODY will ever 


—_, 


THE MARKET HE current and prospective 
trend of the stock market 


PROSPECT 

is fully discussed on page 
536. Readers are reminded that our latest market 
advices appear in every issue of the Market Prospect 


or in the leading market article. 
Monday, February 16, 1931. 
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light a number of highly significant repercussions 
from recent agitation over the soldier bonus con- 
troversy. Out of the avalanche of Government and 
other high grade bonds thrown upon the market by 
frightened investors, during the week ended February 
4th, reporting member banks apparently purchased 


L NALYSIS of last week’s bank statement brings to 


about 171 millions. Liquidation of commercial and 
collateral loans absorbed only half of this huge incre- 
ment in bank credit, so that it is rather surprising to 
observe a gain of only 30 millions in deposits. The 
discrepancy is fully explained, however, by country- 
wide withdrawals of over 100 millions in cash. i 
brings the estimate of cash now in hoarding close up 
to 500 millions. Fortunately there is no need at the 
present time for the extra five billions in bank credit 
which this money would support if redeposited. Since 
these reports were compiled an improved outlook for 
reasonable compromise of the bonus problem, along 
with waning prospects for an extra session of Congress, 
have imparted a more confident tone to both stock and 
bond markets to the accompaniment of further reduc- 
tions in short term interest rates. Long term rates, on 


the other hand, remain discouragingly resistant to the 
normally beneficial influence of accumulating liquid 
capital. . 

It will be observed that preliminary reports covering 
the latest point on our New Orders graph confirm the 
anticipated moderate increase. This is the first time 
since 1928 that the barometer has risen for two months 
in succession, yet new business booked during both 
months combined was probably little more than sufh- 
cient to sustain the year-end rise recorded in our Busi- 
ness Activity curve. After its initial sharp drop, the 
Business Activity barometer has continued to display 
reactionary tendencies, though receding recently at a 
somewhat slackened rate. Further gains in New 
Orders are obviously much needed at this juncture to 
strengthen the pulse of business and turn the present 
feeble seasonal rally into a genuine cyclical recovery. 

The market would appear to indicate that such im- 
provement in business is ahead; but against this it must 
be noted that current market strength rests very largely 
on sentiment and technical considerations rather than 
on tangible business prospects which are essential to 
sustained advance. 











BUSINESS, FINANCIAL aud INVESTMENT COUNSELORS 
1907-"Over Fwenty~Three Years of Service”=1931 








for FEBRUARY 21, 1931 





q Will the Market Help Business or Will Business Help the 


Market? 


q Has the Advance in Stock Prices a Sound Foundation? 


~ Market Strives for Higher Levels 


By A. T. MiLier 


OFESSIONAL interests sponsoring the rise in the 
Prec market apparently have elected not to wait for 
definite indications of business improvement before 
translating their plans into action. = 
It was some such decision as this, during the early part 
of February, that prepared the way for one of the most 
carefully laid coups which the market has experienced in 
the past few years. The surprise element in this move was 
all the more striking in that the market had previously made 
several unsuccessful attempts to emerge through the upper 
ranges of the trading area which it had occupied since the 
turn of the year. On each one of these previous attempts 
to “push through,” heavy offerings of stock appeared on the 
market, checked the advance at about the same level on 
each occasion and thus established a resistance point that 
seemed unbreakable with the generally adverse news then 
emanating from both the realm of business and the realm 
of politics. 


An Abrupt Change 


On February 7, the board-room trade settled down list- 
lessly in comfortable chairs to view the usual dull Saturday 
morning market. And the market opened with every in- 
dication of “normalcy.” After the first hour, however, a 
sudden rush of buying orders came to the floor of the stock 
exchange marking prices up rather generously for a Satur- 
day close and again brought the averages up to the point 
where they had previously faltered. A compromise was 
reported to have been reached in Washington concerning 
the Soldiers’ Bonus legislation—one which would at least 
eliminate the ibility of Treasury financing of three and 
a half billion dollars. Would this single item in the current 
affairs of state provide sufficient impetus to carry the mar- 
ket through? A good many participants shook their heads 
in doubt as they left brokerage offices for the week-end. 

The next week opened with a four million share day 
and a surge of buying that carried prices upward through- 
out the session. The following two days before the ex- 
change holiday, February 12, ran close to five million 
shares in volume each and the market had turned virtually 
over night into what was tantamount to a bear panic—one 
incidentally which carried the averages comfortably above 
the points of resistance which it was unable to push through 
in previous weeks. As an incident in the recent course of 
the stock market, this sudden and unexpected burst of 
strength has already been widely heralded throughout the 
country. In effect, it has added several billion dollars to 
the fortunes of American investors. And, irrespective of 
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its outcome, it must be recognized as a symbol of a radically 
changed character of the stock market. 

The advance has been so swift and it has covered such 
spectacular performance by individual issues on the ex: 
change, that it is set down by both its friends and opponents 
as an “engineered” move. Even the sponsors of the rise 
(whoever they are) would hardly say that it was a natural 
response to any equivalent improvement in the industrial 
affairs of the nation. But the fact that it is an “engineered” 
move has far less significance than the part which this 
piece of market strategy is to play in the future course of 
the stock market. Admittedly, the advance smacks of 
opportunism, but at this point it is more important to con- 
sider its objective. 


The Market Breaks Its Bounds 


There are times when the forces which move the market 
are so evenly balanced that the course of stock prices may 
be thrown this way or that way by a rhetorical straw. As 
we look back on the market from here, it seems clear that 
the market was in such a state at the time the advance got 
under way. Powerful forces hemmed the market in on 
both sides. The prospects of gaining a public following on 
the long side of the market were not especially promising. 
Investor confidence was at a low ebb, due to the uncertain- 
ties concerning the immediate business outlook and the 
absence of any convincing statistical evidence of industrial 
improvement. The year 1930 had left a heritage of un- 
favorable corporate reports and dividend reductions. The 
former impaired the confidence of those with funds for 
investment and the. latter tended to reduce the amount of 
public funds for security buying purposes. The buying 
power of the speculative following had been virtually 
paralyzed by the year and a half decline. 

On the other hand, there was certain evidence of the 
existence of potential strength, even though the strength 
of the market had not been subjected to a very severe test 
since the turn of the year. For one thing, the performance 
of the market had indicated that the long drawn-out liqui- 
dation of stocks held in weak hands had been largely com- 
pleted. The reduction of brokers’ loans and collateral loans 
to individuals in the face of rising prices tended to confirm 
this observation. Amateur short sellers were greatly en: 
couraged by the inability of the market to push through 
its resistance points at the upper reaches of its trading 


- range. Their growing numbers crowded this position con: 


siderably. The records of odd-lot brokers and transfer 


_ agents indicated that small buyers were taking stock out 
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of the market ever since the Fall decline—a factor that still 
further reduced the floating supply at the trading levels 
that then existed. 


The Dead-Lock 


This was the dead-lock that existed prior to the early ~ 


February advance—one which gave the market a surface 
appearance of listlessness and irregularly dull trading pros- 
pects, but which had behind it powerful forces with oppos- 
ing purposes and ambitions. Either direction that the mar- 
ket broke away from this dead-lock, the move was bound 
to be of rather impressive proportions. With previous 
failures of the market to break through the top, it might 
have been more logical for the professional interests to have 
tested the ability of the market to hold its December lows. 
But instead of making a test of the lows, a drive of striking 
proportions was made against the shorts. In this final test 
of the resistance points at the “ceiling,” the resistance gave 
way. One may call it market strategy, a professional 
manoeuver, strong-arm tactics against the shorts, or pure 
and simple engineering of the market by the sponsors of 
the rise. But aside from how one labels this upward move- 
ment, the clue to the course of 

the market from this point on 

is to be found in the aims and 

motives of the interests who 

were successful in bringing 

about the market coup. 


Three Possible Objectives 


In our opinion there are three 
possible objectives. The first 


(which incidently seems the 
least likely or important) 
would be to establish a higher 
level for further distribution of 
stocks. The liquidation which 
accompanied the decline in the 
latter part of 1930, fell off to a 


negligible point when stock 
prices were hovering at their 
low levels. It is somewhat 
problematical whether liquida- 
tion reached its natural conclu- 
sion at this point or whether it 
was withdrawn because of the 
paucity of buying orders at this 
stage of the decline. If one can 
assume that the liquidation was 
turned off, merely because of 
lack of buyers for stock, then it 
would be logical to attempt to 
restore some measure of buying 
to the market. There is no bet- 
ter way to renew speculative 
enthusiasm, of course, than the 
familiar old practice of giving 
stocks “a whirl.” This aim, 
however, has fallen far behind 
successful achievement as far as 
the market as a whole is concerned. So far, the public has 
probably sold as much stock on the advance as it has bought. 

Another (and perhaps a more obvious) objective for the 
advance would be to discount future improvement in busi- 
hess and corporate earnings. It was several months after 
the actual start of the business recession in 1929, that there 
Was any convincing visual evidence of the change. It may 
be several months after the depression has run its course 
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that positive signs of the change in the business cycle will 
become known here. But if the general deflation in busi 
ness and the markets has run its course, a new basis for 
the valuation of equity securities is in order. When 1930 
came to a close, stocks were appraised almost entirely in 
terms of bear market conditions; of reduced corporate earn- 
ing power in a depression year, and of a downward trend 
of security income and dividend distributions. When this 
latter trend is brought to a halt, new appraisals for stocks 
would be warranted. Interests who are especially well in- 
formed on industrial conditions or who are sufficiently 
courageous to precipitate a buying campaign in the stock 
market on the meagre indications of improvement now 
available, may be “discounting” a turn for the better in 
business. This objective would be valid even though one 
considers stability as a change for the better, with the record 
of continuous recession behind us. 

This objective outlined above is not inconsistent with 
another probable aim of the constructive interests, namely 
to give general business a much needed stimulus by mark- 
ing up stock prices. Business itself is in somewhat of a 
dead-lock. Undoubtedly a good deal of the normal 
momentum of a business decline has already been witnessed. 
Markets have a backlog of post- 
poned buying orders in many 
lines of business. Commodity 
price deflation has already been 
sufficiently drastic to be com- 
patible with a major business 
depression. Against all of these 
constructive factors, however, 
there lies the tremendous force 
of the inherent lethargy of 
business depressions. Some 
spark is necessary to bring the 
constructive forces into life. 

A. vigorous advance in the 
stock market, which would not 
only make the morning news- 
papers more pleasant reading 
for millions of security holders 
but would also add very ma- 
terially to their impaired for- 
tunes, might be just the stimulus 
to start business back again. 
Better business, on the other 
hand, would mean more pros- 
perous corporations, and again, 
safer dividends and better in- 
come statements to sustain the 
higher level of security prices. 
Business and the stock market 
have helped each other over 
rough places before—why not 
now? 

In the practical application to 
one’s current investment pro- 
gram, of the interpretations of 
the market advance as outlined 
above, one should recognize the 
varying and often opposing ob- 
jectives involved in the sudden 
change in front which the market has exhibited. It is not 
a question of whether the whole market has been put up 
in order to liquidate stocks or whether the advance both 
discounts and hopes to aid business. It is rather a situation 
in which all of these purposes are involved in different 
ways and more especially in different issues. The stock 
market is usually more selective in the advances than during 

(Please turn to page 590) 
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We Rally from Business 
Shell-Shock 


By THropore M. KNapPEeNn 


of the government departments telephoned a number of 

acquaintances that they had better get their money out 

of the Perpetual Building Association. They “chained” 

the tip to others and within an hour an institution that has 

stood for generations in the Capital City as the one in- 

stitution of its kind that would survive though the financial 

heavens fell was in the throes of a frantic and implacable 
“run on the bank.” 

Officials of the association and those of other financial 

institutions harangued the frantic crowd. Cash 

was brought in from banks in spectacular 

fashion and pitched into the perspiring 

tellers like hay. Trucks rushed up with 

$900,000 from the U. S. Treasury. The 

clearing house proclaimed that it was 

behind the association to the last penny 

of deposits, full-page reassuring adver- 

tisements were printed in the news- 

papers and news and editorial 

articles endeavored to reassure the 

public. Despite every effort that 

run kept up for two days. On 

the morning of the third day 

there was a long queue of 

sheepish patrons bringing 

their cash back, victims of 

mass lunacy. The whole 

porformance would 

have been impossible 

two years ago. 

In the World 

War thousands of 

deaths _ resulted 

from shell- 

shock. Men 

died without 

lethal or, 

indeed, 


[: Washington the other day a woman employed in one 





any visible wounds. Temporary prostrations from the 
shock of shell explosions nearby were almost innumerable. 
In many cases the victim of shock was left with some form 
of neurasthenia, even insanity, from which recovery was 
tedious. The term shell-shock is popularly applied to these 
cases, Students of the present economic malady say that 
its continuation, if not the malady itself, is a sort of shock 
psychosis. The mass patient is apparently sound and strong 
but he doesn’t function normally. 

The public state of mind a year ago was courageous and 
hopeful. The chronic demoralization set in long after the 
big Bertha shells exploded in the stock exchanges fifteen 
months ago. Until recently it seems to have been cumv 
lative and progressive. Every time the patient has braced 
up and endeavored to make his mind dominant over his 
body he has been met with a blow that hurt him physically 
and harrowed his shattered nerves. His mind-cure efforts 
were defeated by the piling up of physical disasters that 
he had fancied were not to be. Every time he took a dose 
of the Coué philosophy that you are what you say, his 
faith was rudely shocked by an agonizing blow below the 
belt that doubled him up. 

Just when he was assuring himself that the stock market 
smash was merely an episode, just a scratch, that the nation 
was all here with all of its natural resources, all of its 
splendidly efficient industrial plants, all of its 123,000,000 
virile people, all of its energy and resourcefulness, with just 
as much physical wealth and more productive capacity than 
ever, with more gold in the vaults than any nation had ever 
had since the dawn of history, he was batted over the head 
by stunner after stunner. Just take a look at the shocks 
that batted him down! 


The Shells tpt trade fell off aoue. down. 
the raw material countries 

That Shocked slumped. After an encouraging up’ 
swing during the early months the 

stock market began a descent to new depths. After being 
“out” for 16 years Russia came back as a great wheat ex’ 
porter and wheat tumbled to 65 cents on the farms. The 
railroads didn’t have enough storage tracks for the empty 
cars. Commodities—supposed to be stabilized—started 
down a slide that has kept up until the present. Industrial 
output declined and declined. Steel hit the bottom. The 
automobile industry “laid down.” Building, which was ex: 
pected to get better, got worse and worse. Congress in 
opportunely raised the tariff after paralyzing delay, and for 
eign retaliation set in. Unforeseen revolutions overthrew 
seven governments in Latin America and revolts shook 
others. The Hitlerites and communists burst out unexpect’ 
edly in Germany and voted 13,000,000 strong for revolu 
tion and chaos. Mussolini rattled the saber, and the French 
war machine rolled to the summits of the Alps. The bottom 
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The Generally Delayed Recognition of the True Magnitude of the 1930 
Depression Proved the Greatest Obstacle to Recovery. 


Now That Morale Has Improved and a Better Perspective Obtains, What 
Have We Accomplished in Correcting the Fundamental Causes and Prevent- 


ing Reoccurrence of an Economic Cataclysm? 


fell out of silver and the Orient stopped buying. An unpar- 
alleled drought devastated a large part of the United States. 
An epidemic of bank failures swept the South and West, 
and New York staged the greatest bank failure in history. 
Banks became static and their chief object was to pile up 
cash reserves. Business failures mounted and mounted and 
finally attained an all-time record. When realization began 
to succeed hope there came a contagion of mind-cure nos- 
trums. Buy-now campaigns, spend-a-dollar-more drives, 
and the like came and went and left a feeling of futility. 

Then came an overproduction of bread-lines which added 
a calamity complex. Every man who helped finance a 
bread line, visioned himself standing in one. Finally Con- 
gress met with an encouraging pledge of a patriotic political 
truce—and immediately plunged into the creation of a suc- 
cession of partisan rows of unparalleled rancor, out of 
which came business shock after shock. 

Now all of this was sufficient to take the gumption out 
of everybody—and it certainly extracted that virtue from 
millions. But healing processes were at work even while 
new wounds were opening. Gradually this penetrated the 
national consciousness, sentiment is now more optimistic, 
and after waiting for some general miracle that would re- 
store the long-mourned good times, there recently grew up a 
disposition to stage an individual miracle—of selling 
where there has been no buying. 

Five traveling men sat in a club car the other night and 
talked about business for three hours. In the whole time 
not one of them mentioned bad times in general. All their 
talk was of this sale closed, of the strategy that would land 
a big buyer, of schemes and plans for getting business. These 
men did not mention consolidations, mergers and stupen- 
dous schemes, as they would have eighteen months ago. 
They didn’t hint at the stock market. They had realized 
that what was of most interest to them was not the 20 
per cent of shrinkage in general business but getting their 
share of the 80 per cent. They had divorced them- 
selves from the general depression in a determined effort 
for individual progression. 

The five drummers were a microcosm of what is now 
going on over the whole country. Everybody who has a 
job is making the most of it. Expansion being denied for 
the time, everybody is now reconciling himself to the situa- 
tion. Instead of waiting en masse for something to turn 
up on a grand scale everybody who has a tool and a place 
to wield it is working like a beaver in low water. 


Up to the end of Janu- 
ary nothing very sub- 
stantial in the way of 
progress was reflected 
by mass statistics but evidence accumulated throughout the 
month that people were recovering from the rude dispersion 
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Feeling Better Without 
Better Figures 


of an illusion of endless prosperity that had been growing 
on them for many years. Feeling seemed to be distinctly 
better. A systematic effort was made from Washington as 
a center to find out whether and why sentiment was better. 
A curious discovery was made. 

Sixty-five per cent of the business men who were asked to 
give an uncolored picture of the situation in their communi- 
ties, reported that business was picking up or showed un- 
mistakable evidences of being about to do so. But each one 
seemed to think that his home-town was exceptional. No- 
body said a word about general conditions. 
Moreover, most of the reporters opposed any ae bys 
publicity for their reports. Some said that a 
they had more business than they could gt 
comfortably attend to—but they didn’t ay 
want the fact to get out. They were a. 
_afraid to encourage competitors; or, ‘eS 
that being an oasis, as they assumed, ‘¢ 
in a desert of dullness, reports of 
activity would overwhelm them 
with applications for employ- 
ment. Communities that were 
experiencing recovery feared 
that if it were known a large 
proportion of the floating 
unemployed would point 
their automobiles toward 
their town and step on 
the gas. One cautious 
manufacturer even 
refused to say any- 
thing about any- 
thing in his own 
town except his 
own business, 
whichhesaid 
was on™ 
overtime 
hours. A 
certain 





textile town that was down and nearly out before general 
hard times set in was bubbling with good news, but only for 
confidential communication. It seems that the terrific jolt 
of 1930 had finally shocked the conservative cotton manu- 
facturers of this burg out of their moss-bound conservatism. 
Of five textile plants in the town it was stated that three 
had entirely re-machined their factories, reorganized the 
business systems, cut costs to the bone and were now run- 
ning full time and making money. A fourth plant was in 
process of re-machining and had all the business it could 
attend to under the prevailing physical condition; the fifth 
had just started to install new equipment. 
Unemployment reports from cities and cor- 

porations showed that the situation was well 

in hand. Practically every industrial center 

in the country reported that local relief meas- 

ures were amply meeting all demands. 


Hundreds of in- 

dividual industries 

revealed something 

new under the 

sun. Call it an improved feeling of social 
responsibility if you will, and it probably is in 

large measures, but a deep student of indus- 

trial progress declares it is largely a socially 

beneficial result of much abused mechaniza- 

tion. The new thing—most benign for shell- 

shock—is the general effort of employers to 

keep the wheels turning and spread out employment as 
much as ible. Aside from the new altruism, the expla- 
nation of this attitude of employers is that while mechani- 
zation may reduce the number of employes required it de- 
mands higher ability of those retained. There is general 
fear that hard times may wreck the plant organization. 
Every employer dreads the experience of putting a green 
hand on a costly machine. He wants his old and tried 
men at hand ready to spring to the controls when reviving 
times shall give the signal for full speed. 


Better Machines— 
Better Men 


jar — now — _ stage in the 
cycle where people are beginning to 
Planned and dwell gratefully a the pleasant fact 
U: nplanned that they have been pretty lucky after 
all. They are discovering that they have been suffering 
sympathetically and vicariously instead of actually. People 
who really have been benefited by the business depression— 
and they are many—have begun to take stock of their own 
personal situations. They are studying their bankbooks 
more than statistics of unemployment and gloomy business 
indices. 

The fall in commodity prices -is not so appalling to the 
man with a fixed income who finds that each dollar is buy- 
ing considerably more than it was a year ago. The actual 
suffering from the business depression is more in the large 
cities than elsewhere. There are thousands of communities 
in the United States whose knowledge of the business de- 
pression is gained almost entirely from reading about it. 
Adversity as well as prosperity is magnified by the con- 
centration of big business in big cities. 

People who ta merely suffered some curtailment of 
income have on adjusted a oe, tee ei — 
They have stopped worrying. ey know that they can 
carry on. check on worrying has been emphasized by 
the declarations of hundreds of concerns that no reductions 
in payrolls are contemplated for 1931. Good medicine for 
business shell-shock! 
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Readjustment 


It is well known that trade associations and co-operative 
controls tend to disintegrate or dissolve in fact if not in 
name under business stress. The problem then becomes one 
of each concern not being the hindmost prey for the devil, 
When overproduction has worked its ruin, the first impulse 
of every manufacturer is to curtail production. The de. 
pression is itself an evidence of response toward a cure. It 
is notorious that in many instances group efforts to curtail 
production while the kite was flying high were of no avail, 
The low indices of production at present have been mostly 
brought about by individual action. Keen competition 

results. 
Two consequences affecting capacity result, 
Many manufacturers are forced into bank. 
ruptcy or some other form of liquidation, 
Some seek safety in consolidations—and the 
brightest hope of production control is seen in 
larger units. Others, in order to compete more 
successfully, reorganize their plants and install 
new machinery, with larger capacity. So far 
as the retirement of obsolete or obsolescent 
producers is concerned capacity is curtailed, 
but the efficient producers tend to increase 
potential capacity. The textile industry is the 
only one that is acting as a group to curtail 
manufacturing capacity. It has been acquir- 
ing inefficient plants and scrapping them. 
Other group action seems to be confined to re- 
straining output. The petroleum industry, 
with the counsel of a governmental board 
and the teeth of state laws, has had some success in check- 
ing output. Group effort and lean order files have brought 
lumber production below demand. 


The Farm Board has been preaching 
united reduction of acreage as a 
means of meeting overproduction of 
agricultural products in the United 
States but with little success. Low prices will probably 
prevail in staple agricultural products for some years. 

This condition will eventually force correspondingly 
lower prices in other commodities and finished goods. 
Manufacturers will seek every means to bring their prod- 
ucts within the scope of attenuated purses of buyers who live 
by producing raw materials. This may bring us up against 
the problem of reducing wages. Reduction may be the 
only way to curtail the surplus of labor. 


Slow Agony 
for Agriculture 


Speculation has cured itself for the 
time being. It is in its excesses a 
product of prosperity and optimism. 
How long it will remember its pres 
ent lesson is doubtful. There was no commodity specula- 
tion to contend with. Inventories in the hands of manu 
facturers and distributors were not large as related to de- 
mand. Hand-to-mouth buying had been the rule for years. 
There wasn’t much stock to reduce. Now this lesson of 
conservative stocks and non-speculative buying was learned 
by the merchants in 1920-21, and the lesson lasted. The 
ultimate consumer held the overproduction bag, but experi’ 
ence is setting a lesson for him now. 

Securities speculation may be chastened for a long period. 
But as yet there has been really nothing done to check its 
excesses, either by the exchanges, the banks, or legislatures. 
Perhaps nothing fundamental can be or should be done, 
although there is general agreement that the connection 

(Please turn to page 581) 
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Our Investment Stake in 


South America 


With Huge Investments and Many Branch Factories 
Located in South America, United States Must Meet 
Aggressive Competition of Great Britain and Other 
European Interests. for Profitable and Growing Trade 


By Ratpx L. Woops 


The position of the countries to the south of us are of 
growing import., To them we must look for perhaps the 
greatest expansion in our foreign trade. We have millions 
invested there both in public and private enterprise. The 
author of this interesting article offers a graphic picture 
of broad interest and value not only to holders or buyers 
of foreign securities but to all business men to whom wider 
markets are a desirable objective —EbIToR. 


esting but not important to American business. But 
when he visits South America, as he and his brother 
Prince George now are doing, it makes our leaders of 
finance and industry stir rather uneasily in their well up- 


[’ the Prince of Wales visits India or Africa it is inter- 


holstered chairs. For this time the Prince travels not as a 
jaded member of royalty in search of new diversions but 
rather in the significant role of “Commissioner Extraordi- 
nary of Empire Trade”; in other words Britain’s greatest 
salesman. 

Beneath the fanfare and panoply of it all lies the grim 
struggle Great he 
Britain is making: * 
to retain and re- 
gain the commer- 
cial and financial’ 
supremacy in 
South America to 
which the United 
States has been 
succeeding in re- 
cent years. An 
understanding of 
the extent of our 
financial commit- 
ments, industrial 
colonies, and 
growing foreign 
trade with these 
southern neigh- 
bors will graphi- 
cally reveal why 
Britain is employ- 
ing all her means 
for FEBRUARY 21, 1931 


Standard Oil Refinery in Argentina 


and skill to dam up and divert the economic currents now 
flowing with such force between the United States and the 
nations of South America. 

The story of this economic penetration of ours has often 
been told in dry and forbidding figures. We know that 
previous to the world war the great bulk of foreign in- 
vestments in South America were of European origin and 


_that when the war swept Europe that our financial and 


commercial star began its ascent to its present commanding 
position. And it has often been pointed out to us that 
whereas previgus to the world war what little foreign in- 
vestments we had were centered in Europe, that today we 
have invested in Latin America—an amount two and one- 
half times as large as our total direct investments in all of 
Europe. 

Taking both our direct and indirect investments into 
consideration, our stake in Latin America is five and one- 
half billion dollars, more than four times the total just 
prior to the World War. On the other hand, Great Britain's 
investments in the same territory are estimated to have in- 
creased scarcely more than one-fifth during the same period. 

Although a little more than half of our Latin American 
investments are in 
Cuba, Mexico, 
the West Indies 
and Central 
America, the 
South American 
nations are of 
greater impor- 
tance. to the 
United States at 
this time because 
of their richer 
and less exploited 
natural resources 
and because of 
the more attrac- 
tive possibilities 
they offer as an 
—— market 

or our surplus of 
finished goods 
and the profitable 
investment of 
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tore of our important funds. 
The growing importance of 
South America to us from a 
foreign trade standpoint is in- 
dicated by the fact that in the 
last fifty years our trade with 
these countries has increased 
876 per cent, while our trade 
with Europe during the same 
time increased only 353 per 
per cent. South America has 
been a good customer of the 
United States. In 1929 she 
purchased one-tenth of all our 
exports, or 539 million dollars. 
But, as we shall see, it is her 
vast natural resources which 
have been the principal attrac- 
tion to our business world. 
Such figures as these merely 
tell us that we have vast 
financial, industrial and com- 
mercial interests in South 
America; that these interests 
have principally been acquired 
during our post war position 
as banker and creditor to the 
world; and that we are begin- 
ning to succeed to Great 





sion of already established 
domestic industries of Argen- 
tina. Other millions were in- 
vested in new domestic enter- 
prises and as loans to the 
Argentinian government. And 
still other millions were em- 
ployed by United States cor- 
porations to set up branch fac- 
tories in Argentina. 

An interesting phase of our 
economic penetration of for- 
eign lands, and one that is re- 
ceiving more attention daily, is 
that of the recent activities of 
our public utility holding com- 
panies in acquiring foreign 
properties. The three or four 
dominant utility systems in the 
United States have so ex- 
hausted the possibilities for 
further acquisitions at home 
that they have become in- 
terested in the utility systems 
of other nations. South 
America has been no excep- 
tion. 

A recent instance of this is 
the purchase of a majority in- 
terest in the Buenos Aires 











Britain’s position as the for- 
eign nation with the greatest 
economic stake in South 


America. 


What these figures do not tell us is that this wealth © 


of ours has been used to gain control of the rich mineral 
resources, the utility systems and the domestic industries 
of these countries. Nor do the figures give any inkling of 
the methods American bankers pursue to defeat the high 
tariffs of these countries, or the fact that our international 
viewpoint must undergo a change if we are to successfully 
continue our present policy of economic empire. 

In order to learn the story back of these imposing fig- 
ures they must be translated into the more definite terms of 
merchandise, raw materials, physical properties, and cor- 
porate personalities we read of every day. 

Because conditions in South America vary from country 
to country it is best that we survey the scene by taking a 
glance at each separate political division. 


As the most powerful political and 
economic unit of South America, 
Argentina has long led her sister nations 
in the amount of foreign capital and trade she has at- 
tracted from Europe and the United States. While our 
investments and trade with Argentina, 


Argentina 


Braden Copper Mining Properties in Chile 


Central Railroad and Termi- 
nal Co. by the South Ameri- 
can Railways, a Delaware cor- 
poration which owes its creation to the New York banking 
house of Harris Forbes & Co. and the American Founders 
interests. 

This company operates a steam railroad 200 miles west 
from Buenos Aires and has large terminal facilities in 
Buenos Aires which will be greatly expanded under the 
new ownership. The same group of bankers have also 
gained control of the Buenos Aires Light & Power Co. 

Another public utility holding company with vast in- 
terests in South America is the International Telephone & 
Telegraph Company. In the Argentine this company op- 
erates telegraph cable service to and from the United 
States and radio telephone service between Argentine and 
Spain, with plans to extend the same service to the United 
States. The International company also owns the Com- 
pafiia Telefonica Argentine and recently acquired from 
British interests a control of the United River Plate Tele- 
phone Co. 

The tendency of American industrial concerns to build 
and operate branch factories in foreign countries has been 
greatly accelerated as a result of the actual or threatened 
action of other countries to erect tariff walls against our 
exports in retaliation to our recently enacted Hawley Smoot 
tariff. American business says in 
effect, “If you won't let us export our 








as in the other South American coun- 
tries, properly should date from the 
World War, Europe's investments 
and trade date from a much earlier 
time. In fact Great Britain has for 








American Investments, 658 million 
Buys from us annually, 200 million 
Sells us annually .... 


goods we will slice off a chunk of our 
factory, export it, set it up in your 
country and receive the benefit of the 
cheaper labor you have. Further 
more what we don’t sell to your coun’ 


100 million 














so long regarded Argentina as almost 
her exclusive happy trading grounds 
that today she views with particular concern our growing 
investments and trade with that country. In 1914 we 
had invested in Argentina a trifling forty million dollars. 
Today our investment is 658 million, a gain of 1,546 per 


cent. 
Many of these millions were advanced for the expan- 
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try will be exported back to the 
United States to sell at a profit, and in some cases a greater 
profit than if it were actually manufactured in the United 
States.” 
This, however, is not the happiest nor the safest doctrine. 
It must not be forgotten that nearly all South Americans 
more or less resent the exploitation of their resources an 
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labor by foreigners. The seed of an action similar to 
Mexico’s in confiscating foreign property is there, and 
should be an important consideration in development plans. 

A list of the companies operating branch factories in 

Argentina would include such names as Ford, General 
Motors, Victor Talking Machine Co., Walkover Shoe Co., 
Portland Cement Co., National Lead Co., Standard Oil 
Co. of New Jersey, 
Newark Shoe Co, 
Firestone Tire & Rub- 
ber Co., and the Good- 
rich Rubber Co. 

Since the Argentine 
is one of the world’s 
greatest cattle countries 
it is not surprising that 
the Chicago triumvi- 
rate of Swift, Armour, 
and Wilson have a 
fairly tight grip on 
Argentina’s meat in- 
dustry. 

There remains still 
another use to which 
money invested in a 
foreign country is put. 

That is the purchase of 
goods from other coun- 
tries, usually from the 
creditor country. Dur- 
ing the period 1914 to 1929 Argentina’s purchase of our 
goods increased 238% to a value of 210 million dollars for 
1929. Britain’s trade in the same period increased only 91%. 

That the United States will continue to find the going 
in Argentina as easy as it has been during the past decade 
is admitted by no one familiar with the facts. The highest 
tariff we ever have enacted, has so far had only unfavor- 
able repercussions in Argentina, whose principal exports 
to the United States have been adversely affected. If 
Argentina cannot continue to sell us as much of her goods 
as she previously has done, she will hardly be disposed, or 
able, to buy from us the exportable surplus we have as a 
result of our mass production. 

One of the most important features of the Prince of 
Wales’ South American visit is the opening of Great 
Britain's great trade fair at Buenos Aires. British trade 
places great hope in this device to help revive her waning 
commerce with the Argentine. Another factor favorable 
to Britain is that she is not burdened with an antagonistic 


At present the most hopeful sign of our continued trade 
leadership with the Argentine is the recent change in gov- 
ernment. The former president of the Republic, Hipolito 
Irigoyan, who dominated the political scene for many years, 
was an outspoken foe of the United States and friendly to 
Great Britain. His successor, Provisional President Jose 
Uriburu, upon taking office, immediately expressed a cordial 
and co-operative attitude towards the 


the large scale production of rubber. Mr. Ford's purpose is 
to supply the rubber requirements of the American market 
and to ward off the danger of foreign control of the world’s 
rubber supply. 

American investments in Brazil include Federal, State, 
and Municipal loans of more than 400 million, public 
utility investments of about 100 million, manufacturing 
investments of at least 
half that amount and 
miscellaneous in ves t- 
ments of perhaps 50 
million which would 
place our total stake at 
somewhat more than 
600 million. Some idea 
of exactly what these 
figures mean may be 
obtained by mentioning 
a few of the activities 
of American corpora- 
tions. 

Of these activities 
the most interesting 
and significant is that 
of the three Morgan 
companies, Electric 
Bond & Share Co., 
International Tele- 
phone & Telegraph, 
and the International 
General Electric Co. Both the International Telephone and 
Telegraph Co. and the Electric Bond & Share Co. have 
large holdings in Brazil. The last named company recently 
added to its holdings by acquiring control of the Brazilian 
Light & Traction Co., and the International took over the 
Compafiia Telefonica Rio Grandense of Brazil and added 
it to its already large telegraph cable service and its com- 
mercial radio service in Brazil. 





A Profitable Arrangement 


With both these Morgan companies operating on such 
an extensive scale it is obvious that they must buy large 
quantities of copper wire for expansions planned and for 
present needs. Since Brazil has a prohibitively high tariff 
on the importation of copper wire these companies have 
had to content themselves with purchasing it in Brazil. But 
with one company, the National Copper Mfg. Co. of 
Brazil, supplying two-thirds of the nation’s requirements 
the price was considered too high by the American owners. 

To defeat this situation another Morgan company, the 
International General Electric Co. of Schenectady, N. Y., 
bought out the Brazilian company so that the other two 
Morgan companies could purchase their copper wire at a 
low figure. Here is the power of America’s wealth at its 
best—or worst, according to the viewpoint. Whatever else 
one may say of such tactics it must be admitted that while 

they may not increase our popularity 








United States. Subsequent events 
have indicated his sincerity. 
(Estimated) 








Brazil Although Brazil has the 


American Investments, 600 million 


Buys from us annually, 100 million 
Sells us annually .... 


abroad they do make more dollars, 
and that seems to be more important. 

Like the other South American na- 
tions, Brazil has her due share of 
branch factories of American indus- 
tries. These include Ford, General 


200 million 














greatest natural resources 
of any of the South American 
nations it ranks second in political and economic power. 
Its torrid climate has evidently handicapped it in compet- 
ing with the more temperate Argentine. And yet that 
same torridity made it possible for Henry Ford to take 
Over a 3,700,000 acre concession in the state of Para for 
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Motors, the Chicago triplets, Swift, 
Armour, and Wilson, the Brunswicke-Balke-Collender Co., 
General Electric Co., Universal Pictures, Columbia Phono- 
graph, Autostrop Safety Razor Co., Kolynos Co., S. S. 
White Dental Manufacturing Co., Parke, Davis & Co., and 
the Otis Elevator Co. (Please turn to page 584) 
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Taking the Change Out of 
Exchange 


Bank for International Settlements Co-ordinates 
Central Banks in Controlling International 
Credit and Stabilizing Money Rates — 
And Its Greatest Work Has Only Begun 


By Grorce P. AuLp 


Accountant General of the Reparation Commission, 1920-24 


authorities of the world have been burdened with 
many heavy responsibilities connected with the func- 
tioning of the financial, monetary and credit systems of 
the world. The urgent need for organized co-operation 
between central bankers and for an institution which could 
undertake some (and perhaps ultimately most) of the func- 
tions of “a central bank of central banks” resulted in the 
establishment of the Bank for International Settlements. 
Under the definition of a leading English authority a 
central bank is an institution upon which has been con- 
ferred by law or custom the responsibility for the smooth 
running of the credit and currency system of a particular 
area. Taken literally such a responsibility would approach 
the economically all-embracing, and most central bankers 
today are at pains to make clear the practical limitations 
on that responsibility. 
Those limitations are due in part to economic factors 
not susceptible of control through monetary policy and in 
part to man’s as yet imper- 


([) ssthoriies of th since 1914 the central banking 


that central banking policy, though operating within limi- 
tations and even below the level of its maximum usefulness, 
has been the determining factor in cushioning the critical 
shocks of recent years and preserving the financial mechan- 
ism from serious structural damage. To accomplish those 
objects in a world tied together across political frontiers by 
an incredibly intricate network of economic threads, has 
been a task of extraordinary difficulty. 

The action of a central bank in changing the discount 
rate or varying the amount of its security holdings, though 
it may be taken for the primary purpose of tightening or 
easing domestic credit, inevitably affects conditions abroad 
in an opposite manner. Domestic credit, foreign credit, 
domestic production, foreign purchasing power, trade and 
the foreign exchanges are all inextricably inter-related and 
their sensitive barometers fluctuate with every movement in 
the discount rates of central banks. 

The spectacle of the 34 central banks of the world 
wielding separately and without effective consultation the 
powerful double-edged in- 
struments with which 





fect understanding of the 





vast machine of production 
and exchange which he has 


monetary science has 
equipped them, is an ex: 


so rapidly erected. In the 
debacle of over-production 
and over-trading from 
which the world now seems 
to be on the point of emerg- 
ing, some of the things that 
central banks or a “central 
bank of central banks” may 
not reasonably be expected 
to accomplish have become 
more clearly apparent. Par- 
ticularly has it been made 
evident how chimerical, or 
at least how utterly remote 
of application in the exist- 
ing state of human knowl- 
edge, is the -notion, that 
central banking prac‘ice can 
control or eliminate the 
major movements of the 


price level. 
It is nevertheless clear 
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AN ACORN THAT MAY GROW INTO A 
GREAT TREE 


What Does the Bank for International Settlements 
Do? In this timely article Mr. Auld shows how it 
is already operating to harmonize the policies of 
national reserve banks. For the first time in history 
a common agency is seeking to remove financial 
friction in international commerce. Its success is 
essential to the stability of the world’s credit struc- 
ture, but it exercises as yet few of the essential 
attributes of a central bank of central banks and 
cannot at present deal effectively with the funda- 
mental question of conserving the world’s supply 
of monetary gold. It now operates purposefully, 
without national prejudice, to equalize the existing 
supply of short term credit. 








— 
resommnene 


ceedingly disturbing one— 
doubtless to no one more 
disquieting than to the cen- 
tral bankers themselves. 
The Young Committee, 
which tied the project for 
an international bank into 
its reparation scheme com- 
prised in its chairman a 
director of the Federal Re- 
serve Bank of New York 
and among its other mem- 
bers two directors of the 
Bank of England, the head 
of the Bank of France and 
the head of the Reichs 
bank. Close co-operation 
of central banks, they 
said in words well worth 
pondering, is “essential to 
the continuing stability of 
the world’s credit structure. 
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The Committee’s draft plan was taken in hand by an 
international organization committee headed by Jackson E. 
Reynolds of New York, with whom was associated as the 
other American delegate Melvin A. Traylor of Chicago. 
All controversial issues embraced with the scheme were 
satisfactorily composed and the bank was duly organized 


at Basle under a Swiss charter, written in turn into an’ 


international treaty. Fifty-six per cent of its authorized 
capital of $96,500,000 (one-quarter paid in) was assigned 
in 7 equal parts to the central banks of England, France, 
Germany, Belgium, Italy and Japan, and an American 
banking group consisting of J. P. Morgan & Co., The 
First National Bank of New York and the First National 
Bank of Chicago. Fifteen other central banks, all in 
Europe, now hold smaller participations and nearly 18 per 
cent of the stock is available for issuance to central banks 


elsewhere. 
Not a Bank of Currency Issue 


The more important of the debatable points in the char- 
ter were settled by prohibiting the new institution from 
competing with private concerns (affecting principally Lon- 
don and New York) in the business of accepting drafts; 
by prohibiting it from entering any national money market 
over the veto of the central bank concerned, and, except 
after treaty amendment, from altering specified sections of 
its charter, relating chiefly to the structure of the institu- 
tion, the allocation of its capital, the restrictions on its 
powers and the distribution of its profits. Other prohibi- 
tions on the bank’s powers—all of them obviously well- 
considered — r un against 





banks, opening accounts with and acting as agent for 
any central bank and arranging for any central bank to act 
as its agent. 


Administration of Reparations a Minor Task 


The creation of a financial institution to administer the 
reparation plan was the direct occasion of the establishment 
of the bank, as the technical aspects of the payment of 
reparations were rightly regarded as having an economic 
or commercial rather than a political character. In particu- 
lar the international transfer of the reparation annuities and 
the investment of balances not due for transfer are matters 
of considerable importance to the international money mar- 
kets, and as such could best be handled by an organization 
of qualified banking experts. But, as Gates W. McGarrah, 
the American president of the B. I. S. (as the bank is col- 
loquially called), has said, its reparation functions demand 
in themselves relatively little of the time and effort of the 
organization. However, the deposit of reparations guaran- 
tee funds by Germany and France and other balances arising 
out of reparations were providing at January 31 forty-four 
per cent of the total resources with which the bank fulfills 
its more active and significant functions as a stabilizing 
factor in the machinery of international exchange. 


An International Credit Equalizer 


With the funds thus provided, together with substantial 
deposits of foreign exchange reserves by central banks, the 
B. I. S. has taken its place as a bank of deposit command- 

ing the use of a fund of 
short-term money, now 





the issuance of currency 
notes, the acquisition of a 
predominating interest in 
any business concern, and 
the making of advances to 
or opening current ac- 
counts for governments. 
The bank is endowed with 
all other normal powers 
of a central bank, in- 
cluding discounting and 
rediscounting short-term 
obligations of prime 
liquidity (including 
Treasury bills), buying 
and selling gold, nego- 
tiable securities and ex- 
change, holding gold tin 
custody for central banks, 








amounting to $330,000,- 
000, which is administered 
with the continuous pur- 
pose, new to the world of 
international finance, of 
relieving exchange strains 
and money market ten- 
sions at the various cen- 
ters where they may be 
experienced. 

Though the published 
statements of the bank do 
not disclose the geographi- 
cal distribution of its in- 
vestments, it is probable 
that this fund, or portions 
of it, moves more freely 
from market to market 








making advances to and 
borrowing from central 





World Bank Headquarters, Basle, Switzerland 


than any other fund of 
(Please turn to page 586) 
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And Now Sales Taxes 


of security values, a long downswing of commodity 

prices, readjustment in retail prices, a remarkable 
deflation of brokers’ loans, a lowering trend in interest 
rates. Indeed the downgrade has been the prevailing 
direction of nearly everything except taxes which currently 
evidence the high buoyancy of prosperous times. Local 
states and federal assessments remain at previous levels if 
they do not actually seek new high ground. And now a 
new tax rises to plague us in the growing disposition 
toward a specialized sales tax on nearly all retail sales. 
More than one half of the legislatures currently in session 
are due to consider some form of sales tax. While some 
of the resulting burden from such a practice would re- 
act to the disadvantage of the merchant, and might well 
result in lower profit margins, in the natural course of 
events most of it would unquestionably be passed on to 
the consumer. It is to be hoped that a concerted action 
of merchants can avert, discourage or postpone it. 


2 past year or more has seen the downward descent 


* * * 


The Muscovite Customer 


Soviet Russia under her ambitious, and so far amazingly 
productive Five Year Plan is currently flooding the markets 
of the world with whatever surplus of hers that she can 
turn into the much needed gold. Not only do we find 
the Soviets competing in South America, selling against our 
wheat and cotton in Europe, but currently she is making 
a drive on the Chinese markets. Offsetting her competitive 
inroads to some extent, however, is the inescapable fact 
that Russia is also a large customer of the United States. 
During 1930 she purchased more from us than from any 
other nation. The latest figures show that we have pre- 
empted even Germany as a supplier of the necessary goods 
to consummate her great plan. No 
doubt this is because we produce so 
much that Russia currently needs, 
particularly machinery and equip- 
ment. For this reason we are of 
course supplying only a temporary 
market. The time may soon come 
when her own self-sufficiency will 
no longer attract her to our goods, 
but we may profit by such trade 
while it lasts. 


* * * 


New Styles in Financing 


Changing times brings new styles 
in many things—even in corporate 
financing. Thus we find a decline 
in the popularity of, rights and a 
much smaller utilization of this 
formerly employed vehicle. Through- 
out last year this trend was notable 
and during the past months a very 
small number of companies offered 
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rights to subscribe to stock. Investors in a declining market 
are not inclined to increase their stake by exercising stock 
rights and properly view their sale as a dilution of equity, 
Such considerations are lost sight of in a ris- 


ing market. A second new trend of a very Pan 


different sort is the a powg a ene of Come. 
° * ; P. a gM \e =n 
financing by means of serial bon ar Gen: 


ticularly is this true in the municipal field 
where serial maturities are well adapted 
to the needs of borrowing communities 
and add to the salability of issues by 
providing investors with a broader selec- 
tion in the term of their investment. 


* * * 


Cheaper and Cheaper Silver 


So drastic a de- 
cline in value as 
that suffered by 
silver in the past 
year or more is 
bound to bring 
startling changes. 
For example an 
examination of ar- 
ticles on the jewel- 
ry counter of the 
5-and-10-cent stores reveals many of the familiar “sterling” 
marks. Because of its falling intrinsic value silver may 
have lost caste as ornamental metal for many, but at the 


pene. 
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same time it enters a 
new field for those who 
knew it not heretofore. 
New industrial uses are 
also developing which up 
to this time were blocked 
by its former values. 
The copper and metal 
companies who must 
produce silver as a by- 
product are bewailing its 
low levels but the film 
industries—if they were 
not too heavily inventoried, must rejoice. 


* * * 





Crop Prospects and Prices 3 


The extent to which business 
will recover during 1931 will de- 
pend in no small degree on this 
year’s crop, particularly the crop 
prospects as they may be indicated 
early in the second quarter of the 
year. At present it would appear 
4 as though small crops at more 

ores favorable prices would be a bet- 

ter advantage to the farmer as well 

as to business as a whole, Chairman Legge of the Farm 
Board estimates that the current surplus of wheat may 
be more completely consumed than was previously antici- 
pated, and unless more rainfall occurs in many extensive 
areas the winter wheat crop will be below normal. The 
resulting strengthening in the price structure of wheat 
might also find some reflection in corn where it is exceed- 
ingly unlikely that the prevailing relationship between the 
price of wheat and corn will be changed materially. The 
outlook for cotton is not indicative at the present time of 
any high return 
per acre. Very 
little will be spent 
for fertilizer this 
year because of 
impoverished con- 
ditions in the 
South, the sub- 
soil moisture is 
far below nor- 
mal and the mild- 
ness of the winter 
will contribute to 
an unusually high 
emergence of the 
boll weevil. The 
result of such 
combined _ influ- 
ences probably 
means _ smaller 
crop and higher 
prices. In the 
rich lands of 
Texas and Okla- 
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homa where fertilization is not so necessary as in the South 
Atlantic states the growers will have a considerable 
advantage in being able to market a normal yield in a 
considerably stronger market. 

Speaking of the boll weevil suggests the fact that the 
insect pests in this country are steadily on the increase 
both in actual numbers and variety. It is estimated that 
the annual toll which they take in farm produce amounts 
to more than $1,500,000,000 and combating their terrific 
inroads on farm income has given rise to a large and 
growing industry in the manufacture of insecticides. These 
products are becoming an important source of revenue for 
chemical manufacturers and large capital investments have 
been made in equipment for the production of suitable 
exterminating chemicals. The farmers’ trials are the chemi- 
cal companies’ gains. 


* * 


Sun-Light Illumination 


Home illumination by lighting systems affording the same 
diffusion as day light and providing the essential ultra-violet 
rays now derived only from the sun itself or artificially 
from the so-called sun lamps, are about to be made avail- 
able. By recent developments this form of life-giving 
illumination is made possible on regular house current. Its 
marketing will provide great stimulus to manufacturers of 
electric lighting equipment and may revolutionize the 
science of illumination. The ascetic student of the future 
may be characterized by his Palm Beach tan in place of 


the bookworm’s pallor. 


Faster Films Change the Movies 


The present method of making motion pictures may be 
completely revolutionized and the leading companies 
materially aided in their current campaign to reduce 
expenditures by the new film recently announced by East- 
man Kodak. This new film is three times as sensitive to 
light as that formerly employed. As a consequence many 
pictures can be made without any artificial lighting, and 
those where it is used will not require the expensive light- 
ing effects with their attendant heat and glare, that are 


now essential. 


- Natural Gas Spreads 


Good business or bad the natural gas industry maintains 
its pace of rapid development and expansion of its net 
work of service lines. The Columbia Gas & Electric Co. 
has recently completed its pipe line in Washington, D. C., 
and is now prepared to supply that city and surrounding 
territory with natural gas from the fields of Eastern Ken- 
tucky. Extensive supplies of natural gas are continu- 
ally being found and an increasing number of industries are 
adopting this form of fuel, particularly in the West where 
coal is less abundant. The utilities engaged in natural gas 
production and distribution are among the strongest groups. 
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Brand Meets Brand in 
Conflict 


Giant Struggle in Progress as Products of National Pro 
ducers of Food, Drugs and Other Lines of Merchandise 
Meet Growing Number of Private Brands—Here Is 
Competition Within Industry—What Will Be the Outcome? 


RANDS and brands and still 
B more brands! As infinite as 
the sands of the Sahara they 
bewilder store-keepers and ultimate 


By Martin C. Crawrorp 





ComPETITION BETWEEN NATIONAL 
and PRIVATE BRANDS 


(AS REFLECTED IN RETAILER ADVERTISING) 
—1 


product distinction over the mass 
of other similar products. Certainly 
in a period of declining commodity 
prices a trade mark lends itself as 


consumers alike. Everywhere one 
turns he is literally deluged with 
brands. Indeed, the patent office at 
Washington, D. C., registers a total 
of 279,943 trade marks, a term 
which is equivalent to brands. Of 
this imposing number, many are of 
course obsolete or not in general use 
but its very magnitude nevertheless 
does reflect an overindulgence in this 
present-day marketing form. 
Branding of merchandise is as old 
as the history of commerce and un- 
questionably the practise has tremen- 
dous advantages. But when it is 
grossly overdone as it appears to be 
at the present time in this country 
some serious problems arise. Re- 
tailers are not only perplexed by the 
ever rising flood of brands but they 
are hampered in a business way. To 
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© DATA FROM “THE NEW ERA IN FOOD DISTRIBUTION” 


a remedy. 
Food Brands Flood the Market 


The food field as a result of the 
trend toward branded products par- 
ticularly has experienced a remark- 
able transformation. A new magic 
entered the picture in the form of 
packaging. For the sake of appear- 
ance alone packaging is desirable, but 
more than this it is necessary in 
order to maintain quality and sani- 
tation and to facilitate trade. It has 
taken such a firm hold, indeed, that 
modern merchandising experts fre- 
quently think in terms of packages 
and. labels rather than in terms of 
foods and food values. Modern 
merchandising psychology can ac- 
complish wonders, but it cannot 
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accommodate even a small portion 

of the endless number of brands now on the market brings 
the merchant face to face with the problem of becoming 
over-stocked, and reduces his turnover, because of many 
slow moving items on his shelves, to the extent where the 
returns on his investment become exceptionally low. When 
a small drug store recently reported that it carried, or at 
least had on hand, 56 different brands of hair tonic alone, 


and this store doing a gross business of less than $60 a day, 


the seriousness of the situation appears to be overshadowed 
by its absurdity. 


Brands Rise with Advertising 


‘ 


In the past decade the movement towards branded mer- 
chandise has become especially prominent. Its rise is syn- 
chronous with the growth of advertising, which has given 
branded goods national standing. Moreover, production 
facilities of all descriptions during this period became so 
prolific that sellers suddenly appeared to have i 
the undeniable advantages of a trade mark to give their 
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ignore this fundamental point. In 
the long run sustained demand goes back to quality not to 
labels. 

Competition among the food manufacturers has de- 
veloped into a battle of the brands which they sponsor. 
But the battle is on a wider front than only among the 
leading manufacturers, because myriads of private brands 
are on the market fighting to oust the national brands. 
The picture of food merchandising today presents many 
conflicting interests of the varied groups in the trade. — 

Thirty years ago, the wholesaler was the dominating 
figure in the food trades. Since 1900, however, national 
brands have expanded greatly with the general tendency 
of industry to be nationalized. As the years went by, the 
ever increasing nation-wide advertising programs made the 
American consumers more and more national brand con- 
scious and with this development the larger food companies 
steadily became more firmly intrenched. Many of these 
companies, moreover, have a tremendous asset in their re- 
search laboratories through which new products are de- 
veloped and improved methods devised. Operating ef 
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ficiencies in the production of new types of foods have 
frequently been introduced more rapidly and most com- 
pletely by the large concerns. 
The displacement of the wholesaler f-om his dominant 
ition has been a gradual process, largely brought about 


‘by the direct sale by the manufacturer to the retailer 


through extensively developed distributing systems. Then 
the rapid growth of the chain store completely changed 
the picture. 

These chain retailers were tremendously interested in 
national brands. With little prestige and no labels of their 
own in the early days, national brands provided a ready- 
made product which consumers accepted readily. The na- 
tional manufacturer on the other hand found a channel 
through which he might gain a large volume of distribution 
and at a lower cost or narrower margin because wholesale 
expenses could be held down practically to warehousing 
and trucking. Here was liberation from the established 
wholesaler. The manufacturers naturally cultivated these 
new channels and expanded their volume of business 
tremendously, and that momentum has continued through- 
out the last decade. 


National Brands Battle Private Brands 


This was too good to last, however. Beginning about 
five years ago and gaining very rapidly during the last two 
or three years, a new movement has been afoot which 
holds a serious threat to the national manufacturers. The 
chains store systems have grown so large and powerful 
that they threaten to oust national brands by the develop- 
ment of their own brands. Indeed, about 35 per cent of 
the retail grocery business of this country is now handled 
by some 800 to 900 centrally owned chain store systems, 
who together control about 60,000 out of a total number 
of about 300,000 retail food outlets. Besides this, the 
voluntary chains or groups of independent store owners, 
numbering about 551 with a total membership of some 
60,000 stores, account for between 25 to 30 per cent of the 
total annual sales of groceries at retail. 

The chain stores, especially the large centrally 
owned organizations, have arrived and are conscious 


of their power. The larg- 


brands as cheap, inferior goods of undependable quality 
foisted on the public. The dealers are accused of pushing 
their own or private labels in favor of the better known 
product of national repute. And this charge is not with- 
out some foundation, for even though the customer asks 
for the national brand the dealer commonly persuades the 
purchase of the private brand as being just as good and a 
little lower in price. 


Dealers Hold Key to Situation 


The dealer, of course, is primarily interested in profit 
margins and as a rule these are greater on the private 
brands than on the national brands. The national manu- 
facturer, however, believes that the dealers should be satis- 
fied with a lower profit margin on his product because of 
the large advertising expense he carries, which brings busi- 
ness to the dealers. To this the latter reply that the adver- 
tising is predatory, cutting into the sales of other similar 
products carried, and in fact, the policy is deliberately 
designed to reduce the dealers to a status of working for 
nothing. 

Literally growing in the shadow of the nationally adver- 
tised giants, private brands thus tend to defeat the purpose 
of national manufacturers to stabilize the price of their 
products. Needing only aggressive local advertising and 
free from the expensive national advertising, private brands 
offer the weapons for cutthroat competition. And that 
they are doing just this is indisputably portrayed in the 
illustration showing the proportions of newspaper (or local) 
advertising devoted by the chain stores, voluntary chains, 
and large independents to national brands and to private 
and unnamed brands. The study, based on a nation-wide 
analysis, shows that 41 per cent of the items advertised by 
the chain stores were strictly private brands, 15 per cent 
were unnamed brands, and 44 per cent were national 
brands. The voluntary chains showed 43 per cent private, 
18 per cent unnamed, and 39 per cent national brands, 
while the large independents were 28 per cent private, 
37 per cent unnamed and only 35 per cent national brands. 

Disclosed in this light, the manufacturers of national 
brands are thus seen as traveling a path which is not ex- 

actly strewn with roses. 
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MISSOURI PACIFIC 
Ist & Ref. 5s, 1977 








Rail Bond Offers Liberal 


Income Return 


Issue a First Mortgage on Large Part of Road 


5% Bonds Series “F” of the 

Missouri Pacific Railroad Co. due 
March 1, 1977, represent sound se- 
curity value on an important railroad 
system in this country and are currently 
obtainable at a price 


T's First & Refunding Mortgage 


By Warp GATES 


this, however, the independent position 
of the Missouri Pacific with respect to 
interchange with other systems will 
probably not be jeopardized. 

On the basis of past experience the 
Van Sweringens have demonstrated 


$23,703,000 par value of the preferred 
stock (total issue) of the Texas & Pa- 
cific Railway Company which carries 
a dividend of 5% annually. 

The aggregate amount of First & 
Refunding Bonds outstanding is now 
$224,040,500 which is at 
the rate of about $39,400 





which returns the pur- 





chaser an attractive yield. 
The road is one of the 
Van Sweringen group and 
occupies a strategic posi- 
tion in the Southwest. 
The lines of the system, 
including subsidiaries, ex- 
tend from St. Louis on the 
east to Kansas City, 
Omaha, and Pueblo, Colo- 
rado, on the west, and to 
Memphis, New Orleans, 








Earnings of Missouri Pacific R. R. 


Net 
$25,742,494 
29,724,150 
25,108,442 
20,378,188 
23,704,949 
22,218,286 


Gross 
$120,187,689 


189,807,915 
131,576,525 
125,728,406 


130,831,661 


per mile on the 5,679 
miles of railroad on which 
the issue is a first lien. The 
total of the prior liens and 
the First & Refunding 
Mortgage Bonds is $276, 
683,000 or at the rate of 
slightly less than $41,000 
per mile on the 6,787 
miles of railroad subject 
to the mortgages. The 
prior liens may not be in- 


Times 
Interest 
Earned 


1,35 
1,70 
1.61 
1,28 
1.57 
1,58 











creased or extended. 





Fort Worth, Dallas, Hous- 
ton, Galveston, San An- 
tonio, El Paso, the Rio Grande Valley 
and the Mexican Border on the south 
and west. Connections are made at 
Pueblo with the Denver & Rio Grande 
Western R. R. of which Missouri Pa- 
cific owns 50% of the common stock, 
the other 50% being owned by the 
Western Pacific R. R. which offers 
through connection to San Francisco. 
The acquisition of control of the 
Missouri Pacific by the Van Sweringen 
interests has significance from several 
angles. The Van Sweringens already 
control important railroads in trunk 
line territory, but merger with the Mis- 
souri Pacific which operates in Western 
territory is not an immediate possibility. 
The affiliation, however, can be used 
to divert to the Missouri Pacific traffic 
originating on the eastern roads and 
which is destined westward. In doing 
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their ability for bettering the efficiency 
of operations and in this way effect still 
further improvement in the already fa- 
vorable position of the road. Regard- 
less of the new interests entering its 
management, the record of the road in 
recent years entitles it to a fairly high 
position in the railroad world. 

The First & Refunding Mortgage 
Bonds are secured by a first lien on 
5,679 miles of railroad of the company 
together with valuable terminal proper- 
ties, depots and bridges. Subject to ap- 
proximately $52,642,000 principal 
amount of prior liens on various parts 
of the system, for the retirement of 
which First & Refunding Bonds are re- 
served, the bonds are a mortgage on the 
remaining 1,108 miles of the directly 
owned lines of the company. They are 
in addition secured by a first lien on 


The Missouri Pacific 
system has a net. investment in road 
and equipment, after deducting re- 
serves for depreciation of equipment, 
in excess of $532,000,000 and invest- 
ment in affiliated companies of more 
than $81,000,000, a total of $613,000,- 
000. This compares with $411,519, 
100 total funded debt and equipment 
trust obligations. Of this total funded 
debt $95,683,500 represents bonds 
junior to the First & Refunding Mort- 
gage Bonds, so that after deducting this 
amount, the investment is equivalent ta 
slightly more than $2,000 per $1,000 
of First & Refunding Bonds and prior 
issues. 

There are now five different issues 
under the First & Refunding Mortgage 
Bonds, maturing on different dates but 
all equally secured under this inden- 
ture. The Series “F” 5% Bonds due 
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March 1, 1977, are outstanding in the 
amount of $95,000,000 and is the larg- 
est of the five issues. The Series “F” 
bonds are redeemable on any interest 
date after March 1, 1932, through 
March 1, 1972, at 105 and thereafter 
at 100 plus a premium of 2% for 
each unexpired 6 months to maturity. 
The bonds were originally issued in 
February, 1927, at 100 and interest. 

In the five years ended December 31, 
1930, earnings of the company avail- 
able for fixed charges averaged more 
than 134 times all fixed charges other 
than interest charges on bonds junior 
to the First & Refunding Mortgage 
Bonds, and in 1930 also amounted to 
134 times such charges. Total fixed 
charges were covered on the average 
about 1!4 times in the five-year period 
and more than 1.3 times in 1930. Due 
to depressed business and industrial 
conditions, earnings of course dropped 
sharply during this latter year and does 
not therefore represent the normal 
earning power of the system. 

Gross operating revenues for the full 
year 1930 were $120,187,689 a drop of 
14% from the $139,807,914 reported 
for 1929. After operating expenses, 
taxes, etc., and crediting other income 
there remained available in 1930 for 
fixed charges $25,742,495 against $30,- 
001,390 in 1929 or a decrease of 
14.2%. Fixed charges other than on 
junior bonds amounted to $14,488,444 
which were therefore covered 1.78 
times, while the total fixed charges of 
$19,028,884 were covered 1.35 times. 
In 1929 these charges were covered re- 
spectively 2.13 times and 1.69 times. 

The capitalization of the Missouri 
Pacific besides the bonded indebtedness 
consists of $71,800,100 par value of 
5% cumulative preferred stock (on 
which unpaid cumulative dividends 
amount to $48.25 a share) and $82,- 
839,500 par value of common stock. 
Of the total capitalization, the junior 
equity issues comprise 25% while the 
funded debt comprises the other 75%, 
« fatio which would indicate that the 
proportion of the latter is probably 
somewhat too high compared with the 
equity issues. Improvement in this re- 
spect will probably be undertaken at 
some future date when earnings of the 
system are again sufficiently high to 
warrant better than par prices for the 
equity issues. 

The senior position occupied by the 
First & Refunding Bonds and the se- 
curity behind them places them in the 
class of fairly high grade bonds, con- 
sidering the status of the company with 
Fespect to earnings, present and future. 
listed on the New York Stock Ex- 

ange, they are currently selling for 
about 94 at which price they yield 
5.35% to maturity. 
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Bond Buyers’ Guide 


NotEe.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue is not 


intended as an indication of its relative investment merit. 


Readers 


should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 


Interest 


Prior 
Liens 


Times 


Call 


(Millions) Earned* Price 


Atchison, Top, & 8. F. Conv. 4s, 1955.. 

New York Central Deb. 6s, 1935 

—= Island-Frisco Terminal ist 4%s, 
57 


273.8 
630.2 


Pennsylvania 65s, 1964.......... 
Great Northern Gen. A %s, 1936 
Central Pacific Guar. 5s, 1960 
Tilinois Central 4%s, 1966....... ‘oun ne 
Southern Railway Dev. & Gen. 6s, 1956. 
Chic. & W. Indiana Ist Ref. 5Y%s, 1962. 
N. Y., Chic. & St. L. Ref. 5%s, 1974.(a) 58.8 
Missouri Pacific Ist & Ref. 5s, 1977.(a) 94.6 
Carolina, Clinchfield & Ohio Ist & Cons. 

6s, 1952 ° (b) 14.2 
Nor’n Pacific Ref. & Impr. 6s, 165.6 
Wabash Ref. & Gen. 5%s, 1975 61.6 
Balt. & Ohio Ref. & Gen. 6s, 285.3 
Central of Georgia Ref. 5%s, 1959 30.9 
Western Pacific Ist 6s, 1946 pore 


139.8 


133.8 
49.9 


5.68 
3.90 


x 
4,54 


2.72 


1.85 102% (’36)T 
2.23 waits 


x 
1.70 
x 


2.48 
2.08 


2.08 107%4A (’34) 


1.57 
1.25 


110 
110 


102%4T 
102T 


105 (’35)T 


105 
105 
105A 


1074%T 
110 (’36) 
105A (35) 


105A (’34) 
100 


Public Utilities 


Pacific Gas & Elec. Gen. Ref. 5s, 1942.. 29.0 
Utah Power & Light Ist 5s, 1944 ass 
Consol. Gas of N. Y. Deb. 5%s, 1946.(a) 191.1 
Indiana Natural Gas & Oil Ref. 5s, 1986 .-.--- 
Montana Power Deb. 5s, 1962 (a) 83.8 
Hudson & Manh’n Ist Ref. 5s, 1957..(b) 5.9 


(c 2.0 
Columbia Gas & Elec. Deb. 5s, 1952.... 
Detroit Edison Ist & Ref. 6s, 1940...(b) 
Northern Ohio Tr, & Lt. Gen’l & Ref. 6s, 
1947, “A” a) 
Amer. W. Wks. & El. Deb. 6s, 1975.(a) 12. 
New Orleans P, 8. Ist & Ref. A 5s, 
Ree OF Aah MINGba sabes be (a) 9.7 
United Lt. & Rys. Ist Conv. A 6s, 
lvo2 o-(b) =—:11.8 
Standard Gas & Elec. 6s, 1935....... e+ 482.2 
Standard Gas & Elec. 6s, 1966 (b) 482.2 
Cities Service Pr. & Lt. Deb. 56%s, 1952 104.4 


14.0 
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Industrial 


( 
Gulf Oil Deb. 5s, 1947 (c) 
Allis Chalmers Deb. 5s, 1937 (a) 
Youngstown Sh. & Tube Ist 5s, 1978.(a) 
Sinclair Pipe Line 5s, 1942 a 
National Dairy Prod. Deb. 5 
Purity Bakeries 5s, 1948 
Chile Copper Deb. 5s. 1947 
International Match Deb. 5s, 
Amer. Cyanamid Deb. 5s, 1942 


Short Terms 


Humble Oil & Ref. Deb. 5%s, ’82...(b) 
Smith (A. 0.) Ist 8, F. 6%s, 1933..(a) aan 
Middle West Utilities 5s, 1933 881.6 


13.59 
84,45 
1,39 


108T 
105 
106T 
105T 
105 
105 


105T 
1074%4T 


110 
110 


104 


(N) 
103 
105T 
105 


102%,A 
101T 
101% 


Convertible Bonds 


Atch., Top. & 8. F. Deb. 4%s, ’48..Com.@166.6 
N. Y., N. H. & Hart. 6s, '48 Com.@100 
Baltimore & Ohio Conv. 4%s, '60..,.Com. 
Texas Corp. 5s, 1944 Com.@70 
Chesapeake Corp. Col. Tr. 5s, °47... 

Chic., Rock Island & Pac. 4%s, 1960. 

Inter’] Tel. & Tel. Deb. 4%s, '39... 

Amer. Inter’l Corp. Deb. 5%s, °49... 

Assoc. Gas & El. Conv. 4%s, '49 (K) 


120(h) 


5.68 
2.39 
2.03 
18.08 
2.84 
2.19 
3.07 
3.49 
1.69 


102 
105 
102T 
100 

105 (’36)T 
102% 


105 
103T 


Recent 
Price 


97 
107 


98 
105 
111 
104 

98 
112 
105 
104 

95 


109 
112 
100 
110 


121 
116 

97 
100 


100 
91 
92 
93 
68 


Current Yield 
In- to 
come Maturity 
4.2 
4.8 
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All Bonds are in $1,000 denominations only, except (a) lowest denomination $500, 


(b) $100. *On total funded debt. 


A—Callable as a whole only, T—Callable at gradually lower prices. 
(c) Listed on New York Curb. 


by proprietary companies. 
(h) Convertible after February 1, 1931. 
(N) Not callable until 1948, 


X—Guaranteed 


(a) Available over-the-counter. 
(EK) Convert. into 17% shares of Class ‘‘A’’ stock. 





















































ATCHISON, TOPEKA & SANTA FE 
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‘Among the Strongest of the Rails 


Conservatively But Aggressively Managed, 
Strong in Cash and Government Securities 


66 THINK that it is a good thing 

I in times like these to keep strong 

in cash and Government securi- 

ties. We are going ahead as usual 
with the running of our railroad.” 

These statements were made to the 
writer last Spring when the business 
depression in this country had been on 
for four or five months, by E. J. Engel, 
vice-president of the Atchison, Topeka 
& Santa Fe Railway Co., who some 
day may succeed W. B. Storey as presi- 
dent. 

We had been discussing the effects 
of the depression on railroad earnings, 
following the new high record figures 
for the first ten months of 1929. Men- 
tion had been made also of the reports 
in circulation that some of the roads 
already were cutting operating ex- 
penses rather sharply and curtailing 
improvement and betterment work pro- 
portionately. This led Atchison’s 
vice-president to observe that it was 
“going ahead as usual” with respect 
to both these mediums of outlay. 


Necessary Curtailment 


Atchison did continue that policy 
until the end of May. By that time, 
Operating revenues of that company 
having decreased $9,615,851 and net 
railway operating income $12,472,305, 
and it being apparent that railroad 
earnings would not pick up substan- 
tially during the last half of the year, 
as had been generally expected by rail- 
way executives at the beginning of the 
year, but, on the other hand, would 
continue to decrease, the management 
decided to reduce expenses materially. 

The changed policy was put into ef- 
fect beginning with June and continued 
until the end of the year. It resulted 
in a reduction in operating expenses for 
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By Pierce H. Furton 








On its long record as a leader 
among the strong rails, Atchison 
deserves the consideration of 
every thoughtful investor. 








the full 12 months of $15,322,614 com- 
pared with 1929. The amount would 
have been much larger if the Atchison 
had started cutting in February and 
March as many of the roads did. In 
that event, of course, net railway oper- 
ating income would have been corre- 
spondingly increased. 

Keeping “strong in cash and govern- 
ment securities” has been the policy of 
the Atchison for many years, particu- 
larly as to the latter, ever since those 
securities became available in such large 
volume early in the World War. That 
Mr. Engel and his associates had reason 
to feel especially sure of the reason- 
ableness of their policy early in 1930 
is clearly shown by a glance at the bal- 
ance sheet as of December 31, 1929. 
Then cash stood at $36,653,238 and 
government securities at $44,834,900, 
the two together making the huge sum 
of such items of $81,488,138. 

A further glance at the balance sheet 
would have disclosed an excess of cur- 
rent assets over current liabilities of 
$47,226,905, which. constituted the 
company’s working capital at that 
time. Profit and loss surplus had 
reached the gigantic total of $402,754,- 
860, or nearly $37,000,000 more than 
the common stock outstanding. _ 

No wonder Mr. Engel said in the 
Spring, “We are going ahead as usual 
with the running of our railroad.” But 
the decline of $9,615,851 in operating 
revenues and of $12,472,305 in net 


railway operating income for the first 
five months of last year and the slump 
of $40,768,233 in the former item and 
of $23,775,864 in the latter for the 
year as a whole, fully justified the 
change in policy. As it was, Atchison 
earned its $10 dividend on common 
stock from operation, without taking 
any account of income from other 
sources. How many railroads did this 
in 1930? Count them as their prelim- 
inary reports are made public and you 
will not find many. Except for the 
big reduction in operating expenses 
during the last seven months of the 
year, the results for the full period 
would have been quite different. 


Treasury Resources 


Although in 1930 around $30,000, 
000 was expended out of treasury re- 
sources for new equipment (Atchison 
has no equipment trust certificates out- 
standing) and for improvement and 
betterment work, -it was possible to 
close the fiscal year with cash of about 
$32,692,900 and government securities 
with a value of approximately $18, 
486,000, a total of nearly $51,180,000. 
This was a decrease of nearly $4,000, 
000 in cash and $30,182,499 in gov 
ernment securities compared with De- 
cember 31, 1929. How many railroad 
executives and directors in the United 
States are there who would like to 
have their companies in such a posi 
tion at this time, with earnings still 
decreasing at about the same rate as 
for the last few months of 1930? 
Pretty much all of them. 

Northern Pacific comes rather close 
to the position of Atchison in this re- 
spect. At the end of last year it had 
nearly $14,000,000 cash in its treasury, 
while the Northwestern Improvement 
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Co., all of whose stock Northern Pa- 
cific owns, had in its treasury roundly 
$20,000,000 cash and government se- 
curities. Union Pacific, of course, is 
also particularly strong in cash and 
treasury securities, but the latter are 
those of other railroads which E. H. 
Harriman bought as part of a well-de- 
veloped program to shape the policy of 
roads that he thought could be of spe- 
cial benefit traffic-wise to Union Pacific. 


Strongly Protected Dividend 


Although the annual dividend rate 
on Atchison common is $10 a share it 
could be maintained this year out of 
present treasury resources if not a sin- 
gle cent were earned on that issue. To 
pay the common dividend takes in the 
neighborhood of $24,162,930. If the 
entire amount were taken out of cash 
and government securities in the treas- 

as of December 31, last, there 
would still be left over $27,000,000 for 
other corporate purposes. Of course, 
the Atchison has millions of other treas- 
ury assets. Unfavorable as railroad 
earnings were for January of this year, 
it is unthinkable that Atchison will not 
earn the greater part, if not all of its 
$10 dividend this year. 

President Storey, when in New York 
for the February meeting of directors, 
said that operating expenses could be 
reduced still further than they were 
during the last seven months of 1930. 
At that time he did not see the neces- 
sity of making a further cut. Operat- 
ing expenses for last December were 
down to about $11,691,930. This fig- 
ure was in comparison with $15,106,- 
498 for the corresponding month of 
1929. Atchison’s president was in- 
clined to think, furthermore, that in 
the neighborhood of $11,500,000 should 
be regarded as the approximate mini- 
mum for the company’s operating ex- 
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penses for each month on the average, 
with conditions the way they are now. 

He teiterated that a lower figure 
could be arrived at but that the man- 
agement did not wish to do anything 
of this kind unless conditions become 
much worse than at Present, but, on 
the contrary, to maintain the prop- 
erty at a high standard. He called at- 
tention to the fact that already track 
laying for the present year had been 
begun and that it and other kinds of 
betterment and improvement work 
would go forward from this time on as 
weather conditions permitted, until the 
program for this year was completed. 
Mr. Storey admitted, however, that 
not as much money as usual would be 
spent in 1931 for work of this kind. 

Still, he made it perfectly clear after 
the January meeting of the board, at 
which the budget for this year was ap- 
proved, that he and his associates had 
no intention of “scrimping” the prop- 
erty. Asa matter of fact, the budget, 
including carryover from previous year, 
which called for a total outlay of $42,- 
500,000, was nearly as large as for 
1930. Rail laying and track improve- 
ments, $1,400,000, yard improvements, 
$2,100,000 and bridges $1,000,000 were 
among the principal items. Atchison 
has placed orders for 60,000 tons of 
heavy steel rails and for 1,300 freight 
cars, latter to cost about $5,000,000, 
both for 1931 delivery. 


Meeting New Competition 


The Atchison management is keenly 
alive to changes in conditions with 
which the railroads are confronted. It 
has made a close study of bus compe- 
tition and decided some time ago that 
Atchison would not enter extensively 
into the running of buses, as it would 
be unprofitable. They are used only 
to cover special situations. 


ATCHISON, TOPEKA ond SANTA FE Ry.Co. 
THREE DECADES Of SOUND RAILROADING 





The same ~ 


is true with respect to trucks. Presi- 
dent Storey and his associates believe in 
competing with the bus with passenger 
trains. In pursuance of this policy 
some time ago Atchison cut its coach 
and tourist sleeper rates from Chicago 
to San Francisco, as an experiment, to 
determine whether the people would 
ride again on the trains if the rates 
were low enough. Vice-President En- 
gel says that because of the general 
business depression passenger traffic of 
all classes and on all kinds of cars and 
trains has fallen off to such an extent 
that it has not been possible to make 
an altogether fair test. 

Several other railroads have reduced 
their coach fares between given points 
for a limited time to decide the ques- 
tion just mentioned in the cut in At- 
chison rates from Chicago to San Fran- 
cisco. All these reductions were on a 
purely experimental basis. Recently, 
however, St. Louis-San Francisco Rail- 
way, after having had an experimental 
cut in effect for several months between 
St. Louis and Memphis, put in a 2-cent 
coach fare on its entire system. The 
application was opposed “by competing 
lines but approved by the I. C. C. 
Seven other roads, including Atchison, 
have met the new rate. It will be ex- 
tremely interesting to note the extent 
to which coach travel is increased in 
the rather far-flung area served by the 
Frisco Lines and that of its competitors. 


Growth Within Itself 


Much has been said about the Atchi- 
son, the excellent condition of its physi- 
cal property, the strong position of the 
company financially and the high de- 
gree of efficiency of its management. 
Take a glance at the history of this 
great railroad enterprise and at the 
map for its geographical position. The 

(Please turn to page 581) 
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STANDARD GAS & ELECTRIC CO. 








A Utility of National Dimensions 


investor who, when the time is 

ripe, wishes to purchase into the 
equity of the Standard Gas & Electric 
system—four different mediums are 
available for him from which to choose 
and commitments can be made at 
widely varying prices to suit his purse. 
The simplest and most direct way of 
investing in the Standard Gas & Elec- 
tric Co., of course, consists in buying 
these shares themselves, which are cur- 
rently selling for 72 on the New York 
Stock Exchange. 

For a little more than half of this 
price, however, the prospective investor 
can purchase a share of Standard 
Power & Light Corp. which controls 
the Standard Gas & Electric Co. 
through owgership of the majority of 
the common Stock and which is at pres- 
ent selling for approximately 40. 
Standard Power & Light Corp. in turn 
is controlled through ownership of 
over 70% of the equity shares by 
United States Electric Power Corp. 
and the shares of the latter are obtain- 
able on the New York Curb Exchange 
at 6, or only one 


\ UNIQUE situation exists for the 


Four Mediums Available for 
Investment in System’s Equity 


By Francis C. FULLERTON 


the equity of the Standard Gas & 
Electric system, differences of course 
do exist among them, particularly per- 
taining to the extent of the equity in 
each case. The farther the company is 
removed from the actual properties, 
the thinner the equity. For one thing, 
the intrusion of senior issues such as 
bonds and preferred stocks in the suc- 
ceeding companies has the effect of 
progressively diluting the earnings. A 
change in earnings on the operating 
properties is magnified with each suc- 
cessive holding company, an increase 
being greatly enlarged in terms of per 
share earnings, or on the other hand, 
if operating earnings decrease, the net 
may disappear entirely somewhere in . 
the pyramid. 


Control Compromise 


The series of holding companies built 
on top of the Standard Gas & Electric 
Co. (see accompanying diagram), came 
about as a result of a shift in control 
of this huge utility system in 1929 and 
1930. One of the chief changes in the 


capital set-up was the reversal of the 
positions of Standard Gas & Electric 
Co. and of the Standard Power & 
Light Corp. The former company was 
previously the holding company for the 
latter, but in January, 1930, Standard 
Power & Light Co. sold to Standard 
Gas & Electric Co. all its property and 
assets, including over 94% of the com- 
mon stock of the Philadelphia Co. and 
holdings in the stock of the Market 
Street Railways Co., San Francisco, 
and in bonds of Sierra & San Francisco 
Power Co. 

In exchange for these assets, Stand- 
ard Gas & Electric Co. assumed the 
payment of the principal and interest 
of the $24,000,000 Standard Power & 
Light 6% debenture bonds, paid cash 
equivalent to the value of the latter's 
cash, receivables and marketable securi- 
ties, and issued to Standard Power 
220,000 shares of its own $7 prior 
preference stock and 600,000 shares 
of the common stock. The transaction 
also involved the surrender to Standard 
Power of a block of its own participat- 
ing preferred stock. 

Standard Power @ 
Light acquired an addi- 





twelfth of the price of 





Standard Gas & Electric 
Co. common stock. Fi- 
nally, the United Foun- 
ders Corp., together with 
its subsidiaries control 
over 50% of the equity 
shares of the United 
States Electric Power 
Corp. and its shares are 
at present selling for 
slightly above 9 or only 
one-eighth of the price 
of the Standard Gas & 
Electric common stock. 
While essentially all 





1980 (12 mos., Sept, 30) 
1929 (12 mos., Sept. 30) 


(1) On 2,162,607 common shares. 


Earnings of Standard Gas & Electric System 


Net Avail- 
able for Com- 
mon Stock 


$12,523,075 
9,740,867 
10,298,053 
9,328,697 
8,275,081 
8,065,796 


Gross 
Revenues 
$173,972 ,420 
170,982,655 
172,762,748 
165,179,063 
158,249,541 
166,453,374 


(2) On 1,562,607 common shares. 


tional 580,000 shares of 
Standard Gas common 
from the United States 
Electric Power Corp. in 
exchange for 880,000 
shares of the first named 
company’s common stock. 
Standard Power, there- 
fore, owns the controlling 
stock of Standard Gas & 
Electric Co., having ac- 
quired through these 
transactions a total of 
1,180,000 shares, or 
more than 54% of the 
2,162,607 shares now 


Earned 
Per 
Share 


$5.79(1) 
6.28 (2) 
6.59 
6.57 
5.83 
6.92 

















of the above represent 
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outstanding. The net result of these 
organization changes has strengthened 
Standard Gas & Electric Co. from the 
point of view of a utility holding com- 
pany as it now controls directly impor- 
tant subsidiary companies such as 
Philadelphia Co. which was formerly 
less directly controlled through Stand- 
ard Power & Light. The latter, how- 
ever, now is the top holding company. 

Behind this whole realignment 
scheme is the purpose of the two major 
banking groups to arrange a satisfac- 
tory method for dividing control of the 
utility system. The one banking group 
organized the United States Electric 
Power Corp., and consists of the 
United Founders Corp., 





in addition to its original interest in the 
company acquired through open-mar- 
ket and private purchase sufficient com- 
mon and class A stock of the first named 
company to give it control. The most 
recent figures place United Founders’ 
holdings at about 52.7% of the entire 
amount of both classes of stock out- 
standing. Of the class A stock of 
U. S. Electric there are 2,000,000 
shares outstanding, and of the com- 
mon stock 6,380,720 shares. The 
class A and the common share equally 
share for share in all respects as 
regards dividends and in liquidation, 
but the former has as a class voting 
power equal to the total votes apper- 





The public utility properties under 
the Standard Gas & Electric banner 
comprise one of the largest and most 
extensive of any utility system in the 
country. A total of 1,630 communi- 
ties are served with a combined popula- 
tion of 6,300,000 in 20 states, and the 
territory includes several of the most 
important industrial districts as well as 
vast rural areas. Among the larger 
cities receiving services are Pittsburgh, 
Pa; Louisville, Ky.; the “Twin Cities” 
—Minneapolis and St. Paul; Sheboygan 
and Oshkosh, Wis.; Oklahoma City, 
Okla.; Fort Smith, Ark.; Pueblo, Colo.; 
and San Diego, Calif. 

At one time, the system controlled 
gas and electric properties in 
the San Francisco district but 





Harris-Forbes & Co. (now 
affiliated with the Chase 
National Bank), W. C. 
Langley & Co. Albert 
Emanuel Co., Inc., and cer- 
tan foreign interests 
through J. Henry Schroder 


STANDARD GAS & ELECTRIC Co, CONTROL DIAGRAM 





UNITED Founders Core 
(& Subs.) 


OWNS 50.5% VOTING STOCK 
OF U.S. EL. PowER Core. 
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as possibilities for expansion 
in this section were limited 
by the strategic position of 
Pacific Gas & Electric Co., 
these subsidiaries were sold 
to the latter organization, 
Standard Gas receiving $2,- 








Banking Corp., and the 

Hydro- Electric Securities US ELECTRIC POWERCORP H M BYLLEsBy & Co 
Corp. Subsequently, the OWNS OVER 70% OF OWNS MAJORITY OF 
Koppers Co., a Mellon VOTING STOCK OF CLASS B STOCK OF 
affiliate, acquired a substan- STAND. POWER LIGHT CORPe STAND. POWERS LIGHT CorP 











000,000 in cash and 260,- 

000 shares of Pacific Gas & 

Electric common stock. 
Besides the utility prop- 











tial interest in the company. 
The United States Electric 
Power Corp. owns 1,222,- 
298 shares of the 1,320,000 
shares of common stock out- 
standing of Standard Power 
&@ Light Corp. 

The other banking group, 
H. M. Byllesby & Co., 
owns a majority of the 
series B common stock of 
Standard Power & Light 
Corp., to be exact 330,000 
shares out of a total of 





STAND. PowER LiGHTt Corp 
OWNS MAJORITY STOCK 
OVER 53% OF 
STAND.GAS & EL Co.cOMMON 


STANDARD GAS & ELECTRIC ©. 
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erties, Standard Gas also 
controls a petroleum sub- 
sidiary, Deep Rock Oil 
Corp. (formerly the Shaffer 
Oil & Refining Co.), an im- 
portant unit in the oil in- 
dustry with complete pro- 
ducing, refining, transporta- 
tion, distributing and mar- 
keting facilities. The re- 
finery, with capacity of 10,- 
000 barrels, is located at 
Cushing, Okla., and is 
modern. 





440,000 shares outstanding. 
Both classes of stock have 
the same rights as to assets 
and dividends, share and 
share alike, but the common 
stockholders (United 





] CALIFORNIA POWER.CORP 
FORT SMITH TRACTION CO 
KENTUCKY-W.VIRG.GAS CO 
LOUISVILLE GAS & ELEC.CO 
MARKET ST RAILWAYS CO 
MOUNTAIN STATES POW CO, 
NORTHERN STATES POW.CO 
OKLAHOMA GAS6 ELEC CO 


PHILADELPHIA CO | | 
(DUQUESNE LIGHT CO 
EQUITABLE GAS CO 
& PITTSBURGH POW.CO.) 
SAN DIEGO CONS.GAS& ELEC.CO 
SOUTHERN COLORADO POW CO 
WISCONSIN PUB SERVICE CO. 
WISCONSIN VALLEY ELEC.CO 


DEEP ROCK OIL CORP 


BYLLESBY ENG & 
MANAGEMENT CORP 


] The utility properties 
produce by far the major 
portion of the system's 
revenues. The most recent 
period for which complete 
information is available, in- 
cluding the oil subsidiary, 








States Electric Power 
Group) have the right to 
vote the majority of the directors of 
Standard Power & Light Corp., while 
the series B shareholders (H. M. 
Byllesby & Co.) have the right to elect 
the majority directors of Standard Gas 
© Electric Co.; of the earnings and 
asset equity, however, the United 
States Electric Power Co. has more 
than a 70% interest in Standard Power 
& Light, as against only about 19% 
for the Byllesby group. The latter, 
however, through this compromise 
agreement are still in control and ac- 
tive management of the Standard Gas 
& Electric properties. 


The dominant interest in United 
States Electric Power Corp. nov, is the 
United Founders Corp. which last year 
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taining to the remaining outstanding 
stock of the corporation. 

The picture of the complete capital 
set-up is unquestionably an involved 
one, but can be much more easily 
grasped if it were segregated into two 
divisions. The first would consider 
the capital structure only up to and in- 
cluding the Standard Gas & Electric 
Co., while the second would include the 
companies built up on top of this 
chiefly for the purpose of dividing con- 
trol among the various banking groups. 
In both divisions, considerable can be 
done in the future to simplify the struc- 
ture, and no doubt when conditions are 
favorable such a program will be un- 


dertaken. 


covers the twelve months 
ended September 30, 1930, and shows 
total revenues of $173,972,420 of 
which $154,641,424 or 89% were 
from utility services. These total 
gross revenues were 1.7% greater 
than those for the corresponding 
period of 1929, chiefly due to higher 
utility revenues. Further analysis 
reveals that. the utility revenues are 
derived approximately 60% from elec- 
tric power and light, 16% from gas, 
21% from transportation, and the re- 
mainder from miscellaneous services. 
After all prior charges including de- 
preciation and provision for minority 
interests, the net earnings available for 
the common stock of Standard Gas 


(Please turn to page 581) 
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Dividend Prospects in 193] 





N the many years we have prepared 
semi-annual dividend forecasts in 
February and August, there have 

been few times when these forecasting 
surveys assumed the importance that 
they do currently. Many investors will undoubtedly take 
advantage of low prices as soon as business shows some im- 
provement and the market demonstrates a definite uptrend, 
but before doing so it will be well rewarded prudence to 
carefully scrutinize the margin of safety and dividend pros- 
pects which lie behind the attractive yields. 

The dividend rates of the average company in 1930 more- 
over cannot be taken as an infallible standard. Whereas it 
was admittedly a year of adverse conditions it was largely 
a year of hopes. Successively shattered though they were, 
it was these hopes of nearby improvement which sustained 
many dividend rates at the high levels of 1929, even though 
earnings did not always justify payments. Reductions were 
forced in some cases it is true, but generally speaking, old 
rates were maintained and even a few “confidence inspir- 
ing” extras were paid. All this is attested by the fact that 
total dividend manele in 1930 surpassed the sum of 
1929 despite the fact that nearly 150 stocks listed on the 
New York Stock Exchange made downward revisions in 
their rates during the year. : 

Now, however, directorates face a new year and, after 
the chastening of the past 18 months, may be disposed to 
pattern dividend policies in strict accordance with con- 
ditions. If recovery manifests itself in the various industries. 
early enough, present rates may be maintained, otherwise 
some adjustments to current earning 





for Leading Industries 


Part Two 


Dividend Prospects and Rating for: 


Steels Oils Tobaccos 
Metals Foods Equipments 
Chemicals 


Part One Covering Railroads, Public Utilities, Automobiles and Accessories 
appeared in the preceding issue 





offered of dividend action that may be 
logically expected, there is always an 
element which can never be forecast 
in advance and that is the attitude 
of the management toward changes 
in the dividend rate. A company may be in a position 
to raise or lower the dividend, but such action, though 
inherently logical, may be postponed long after it 
might be expected in view of special circumstances that 
might arise and thus influence the management's viewpoint. 
In this dividend forecast, we have noted only the possibili- 
ties although such dividend action as presented should ma- 
terialize. 

The tables are designed therefore with an eye toward 
indicating dividend possibilities in the first place, and mar- 
ket possibilities in the second. The latter are indicated by 
the ratings: 


A-1 Should eventually be worth more on intrinsic value. 

A-2 Sound investment holding with limited attraction on 
current price basis. 

B-1 Issue has inherent merit but occupies speculative 
position at present. 

B-2 Stock occupies uncertain speculative position. 


These ratings are based on reasonably long range invest- 
ment considerations. They deal with the intrinsic merit 
of the issues and are not designed to suggest immediate 
market action. For example, an A-1 rating is not a recom: 
mendation for present purchase but rather indicates that 
the issue should advance under favorable market and in- 

dustrial conditions and hence might 





rate is probable in many companies. 

As we have frequently pointed out 
it is a time to give special attention to 
industrial trends as well as to evaluate 
not only current earnings, but those 
in prospect. In this connection the 
Dividend Forecast should prove of 
great value at present and for several 
months to come. 

It seems desirable to emphasize the 
point that our ratings of dividend pos- 
sibilities are intended to point out 
possibilities rather than certainties. 
Although statistical proof may be 


creditors’ 


in this respect. 





To Those Interested in Brockway 
Motor Trucks 


A two-line comment in the table on 
motor stocks, which appeared in the 
February 7, 1931 issue, erroneously 
stated that the 
Truck Corp. was in receivership. A 
committee has been 
formed, but there is no receivership 
and the company is now operating 
and has not ceased operations. 
publication regrets the error made 


Brockway 


be a sound investment to be acquired 
in periods of market weakness or 
when the trend price is definitely 
established on the up side. 

Wherever the figures have been 
available, we have indicated the 1930 
earnings, in other cases they have 
been estimated. Such estimates, of 
course, in the nature of things cannot 
be considered as exact figures and 
some allowance should be made for 
deviation from the figures to be ulti- 
mately published by the companies 
themselves. 


Motor 


This 
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ITH the close of 1930, the steel industry wrote 

“finis” to an exceedingly poor year—certainly at 

least an exceedingly poor latter half. The first 
six months in the light of subsequent events can be con- 
sidered fairly satisfactory. It is, therefore, with some 
disappointment that we find 1931 beginning somewhat un- 
propitiously with ingot production for the country, as a 
whole, running slightly above 40% of capacity. Recently, 
it is true, there has been a pick-up to nearly 50% of the- 
oretical capacity, but it is to be doubted whether this can 
be considered more than seasonal, and the betterment is 
even considered by some to have been sub-normal. Part 
of the blame for the slow start may be placed on the cau- 
tious attitude of buyers, who are not to be misled into 
excessive optimism as they were in the Spring of 1930 and 
for this reason’ the trend during the present year is likely 
to be one of gradual improvement, rather than a sudden 
spurt followed by a precipitous decline. It should be noted 
that stocks of steel in fabricators’ hands are currently small 
and that any increase in consumer demand will be immedi- 
ately reflected in producers’ operating schedules. 

Specifically it is expected that the demands for steel from 
the automobile industry will be moderately in excess of 
last year’s requirements. Manufacturers of pipe also ought 
to enjoy a fair degree of prosperity, although the oil indus 
try will probably require a somewhat lower tonnage than 
during 1930. Activity in the construction of municipal 
water and gas mains, etc., which has been running at high 
levels, is dependent upon the bond market, now somewhat 
upset by the movement to cash the soldiers’ bonus. The 
railroads, which it will be remembered rather overdid: their 


Steel Companies Face Trying Period with 
Gradual Improvement Probable 


maintenance expenditures in accordance with President 
Hoover’s plea for depression stabilization, will probably 
consume less steel during the current year than during 1930. 
Steel for construction purpose will probably meet increas- 
ing demand as the year advances, although this again de- 
pends to a large extent upon developments in the bond 
market. Shipbuilding, under the influence of government 
loans, enjoyed considerable prosperity last year and the 
outlook is for this to continue. Summing up then, steel 
production during the current year is likely to be close to 
the tonnage produced last year—possibly slightly greater. 

One of the most alarming developments of 1930 was the 
tendency to cut prices. This, however, was remedied by 
the concerted action of several large producers last fall and 
prices in general are now slightly higher than the low levels 
established in December. As an offsetting factor to the low 
prices, there is the growing efficiency of modern science. 
With output then close to that of 1930 and stabilization of 
prices at their current levels it is expected that the earnings 
of the larger steel companies for 1931 will not be below 
those of last year, although no phenomenal increase can be 
anticipated. 

This outlook, coupled with a marked reluctance to cut 
dividends, as was evidenced by the action of Bethlehem 
Steel Corp. in declaring the regular quarterly dividend on 
the common stock payable February 16, despite the fact 
that it was not then being earned, would indicate that the 
steel industry has already done most of its dividend cutting 
and that the vast majority of the present rates may be con- 
sidered reasonably assured. Extras, this year, however, 
will be few and far between. 










































































Position of Leading Steel Stocks 
Earned per Share Price Range 
poe -—1980——. Recent Divi- Yield Market COMMENT 
1928 E1930 High Low Price dend %o Rating 
i I 
American Rolling Mill ........ 4.24 120 100% 28 ow. a Bee ee 
Bethlehem Steel ..........00008 11.01 x5.26 110% 47% 60 6.00 10.0 A-1 _ Dividend safe unless business turns drastically worse. 
rete: CA. TE). k.cecarasaessie 5.81 $2.78 112% 33% 52 B-1 Dividends likely In a year or two. 
i 
Colorado Fuel & Iron ......... a nm Um hlUmM SO ll ll le ell 
P U i} 1 bu hould 
Crucible Steel .........2.scees oa ;‘i mR helm Se hue Se. 
Gulf States Steel ............. 5.93 x nil 80 15 26 eas AA B-2 Earnings off. Ne dividend expected this year. 
SUN DO 6 kc bagbencsbasexs 9.81 x5.41 98 58 64 4.00 6.2 A-1 ~~ Present dividend amply covered. 
lar, Saher 3.69 nil “4% 9% 17 B-2 Dividend outlook obscure. 
National Steel ...........00.. 6.07 4.05 68% 4 im + wv ae 
; Merger diMculties. Will take time to consolidate 
Republic Iron & Steel ......., 8.58 nil 19% 10% 19 B-1 — and warrant the resumption of dividend pay- 
: ments. 
OA GOs OY i sisewecdnnrsas ma aim ln ll. UM he ee on 
Spang-Chalfant .........ssceee 4.77 2.50 87% 19% 25 B-2 Dividends depend upon an Improvement in business. 
U. 8. Pipe & Foundry......... S. 1 me ae 2s mo ee See eee 
Me WE ca sewbubk seueeiass 21.19 x9.12 198% 134% 147 7.00 4.7 A-1 Present dividend safe, but extras are somewhat remote. 
Earnings barely cover present rate, although this Is 
WeneR 5. cis etek oes we 4.91 3.20 148% 44% 60 3.00 5.0 B-l unlikely to be cut unless business turns for the worse. 
Dividend assured, but merger prospects are more in- 
Youngstown Sheet & Tube...... 17.28 6.00 150% 69% 73 5.00 6.8 A-1 teresting than dividend prospects in this Issue. 
E—Estimated. x—Actual earnings. Fiscal year to Bept. 30, 1930. +t Fiscal year to July 31, 1980. 
———— “ 
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Mining and Metal 


HE ills which afflict the non-ferrous metal mining in- 
dustries find their cause primarily in the sharp drop 
in consumption brought about by the world-wide de- 

pression. Despite the fact that output can be controlled 
by the managements and therefore the situation is unlike 
that in agriculture where output to a large degree depends 
on the bountifulness of nature, the non-ferrous metal in- 
dustries are nevertheless addicted to inertia when it comes 
to aligning output to demand quickly enough to prevent 
demoralization. Consequently stocks of metal on hand 
increase rapidly and become a burden on the market even 
after general industrial activity again recovers. 

The nature of the various non-ferrous metal industries 
makes them as a group one of the most volatile of any 
from an earnings standpoint. The year 1930 was the 
“pauper” year periodically experienced and it will probably 
not be until well along in the period of general industrial 
recovery that prosperity will be restored. This is particu- 
larly true because the accumulations of stocks on hand must 
be disposed of, and also because the various entities in the 


Companies Suffering 
from Depressed Prices 


non-ferrous metal industries are only too quick in increas. 
ing their rates of operation or in resuming if they have 
shut down altogether. 

Copper production last year, for instance, was curtailed 
only 16%, with total world output placed at 1,769,635 
tons against 2,104,110 tons in 1929, but in the meantime 
stocks of the metal increased to over 625,000 tons, or almost 
twice a normal carryover. The extremely low price of 
copper in recent months, moreover, has forced a considerable 
portion of the producing capacity to curtail or close down, 
but as soon as conditions warrant, a factor which hinges 
chiefly on price, production will no doubt be rapidly re- 
sumed. The recent price level of 9/2 cents per pound, the 
lowest in some 35 years, permits only the low cost pro 
ducers to make profits, but sooner or later a balance wil! 
be reached in the industry which will place it on a sounder 
basis. 

Lead, after holding up relatively well in 1930, 
finally succumbed toward the last of the year and 
has recently slumped further to 4/2 cents per pound, 




























































































Position of Metal and Mining Stocks 
Earned per Share Price Range 
Company ——— -——1930——. Recent Divi- Yield Market COMMENT 
1929 1980 High Low Price dend % Rating 
Last year paid off bonded debt entirely and common 
PENS DONOR = cocccvccesteccc 0.82d 0.804 9% 4% 9 0.40 4.5 B-l is a on dividend basis. May be inereased later. 
Current earnings probably below dividend require- 
Amer. Smelt. & Ref........... 10.02 2.74(1) 79% 87% 45 4.00 8.9 B-1 ments, but present rate may be maintained. 
The Chile mine owned by co. is lowest cost producer 
SN Sua ceuecsasccvews coo §6= 7-88 3.006 81% 25 33 2.50 7.6 B-1 in world. Even at reduced operations, may be able 
to cover dividend. 
Dividend passed fast year. Medium cost producer, 
Calumet & Arizona ........... 9.17 1.78(2) 89% 2854 38 Sad as B-1 and requires better copper prices to show earning 
: power. 
Can earn little at current prices for eopper, as 
Calmuet & Hecla ............. 2.65 0.04(2) 88% 71% 9 : ge Be Bg 
Cerro asco Exeeptional financial position will enable company 
Go Bosse ....--22+000 00 4.81 NF 65% el 4 2.00 8.8 B-1 to continue dividends of some sort for a long time. 
Is reducing costs of uction, but cutrent low price 
| ER 6.28 8.000 59% 12 wo 6. Bo fae ee Foadlco vagy aK gen fee ary 
Conditions for gold mining now more favorable than 
I eee a nnasbnanee 4.16 NF 83 72 88 8.00 9.6 A-2 for many years. Depreciation and depiction charges 
heavy. 
i ; reduction In 
Howe Sound ..............s00: 7:38 = 4.09 41% 20 ae DP 8 oe 
have eurtalled 
International Nickel .......... 147 —0.08(8) 46% 8K 18% 08 88 eet ee ie eee wom 51.00 rovently. 
, with little earn- 
on ges EE 4.08 NF 20% 6% ™ OO om ng fe ph yp 
is i oduci jes and in good 
SEES 5.63 aoc. Clin. A MR > ig BB mega Fa gy Hy AB ony 
ices 
EER RARE RAE - wen 6M 8 oes eS ee 
A high cost producer whieh must await better copper 
DE ce \aicdeneadchecesks 5.55 NF 83% 7 8% ag 2S a aan ane 
Largest consumer of lead and tin In world, chiefly for 
National Lead ..........+..... 25.49¢ NF 189% 114 123 6.00 41 A-2 paint materials. Earnings down sharply In 1930, 
but dividend likely to continue. 
"Has made progress in eutting costs, but even so better 
TN aii aes bo scnks eéixacedss 3.60 0.52(2)f 32% 9 1 esse ae B-1 prices for eopper than current level necessary for 
earnings. 
used earnings to 
Patino Mines & Ent........... On: tee i OR cs ee Eee ee 
Has further integrated In 1930 by acquisition of fab- 
Phelps-Dodge .......+...+++0+ + 2.68 0.54(1) 44% 19% 21 2.00 9.5 B-1 ricators. Earnings considerably below current divi- 
dend rate. 
Curtailment and lower prices for lead eause diminished 
St. Joneph Lead............... 4.99 1.04(1) 57% 19% »s « @ 0 Co bh Fairer Hpac dee i 
id smelting. Earn- 
U. 8, Smelt, & Ref............ ee ee ee ee ee ee ee ee + 
d—Before depreciation, (1)—For six months ended June 80th.  (2)—For nine months ended Sept. 30th, (8)—For eleven months ended 
Nov. 30th. e—Estimated. NF—No figures available. f—Before depletion and Federal Taxes. g—Including non-recurring profits. 
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the lowest price since 1922. Although production was cur- 
tailed to some extent, world output was down 5.2% from 
1929, stocks on hand in the United States doubled, from 
51,076 tons at the beginning of 1930 to 103,247 tons at the 
end of that year. Under current conditions, profits for the 
leading companies will be severely restricted. 

Zinc production in 1930 was curtailed less than 4%, and 
stocks on hand in this country practically doubled during 
the year. The price has slumped to a level lower than 
at any time in at least the last two decades. Modern metal- 
lurgical processes have made available many sources for this 
metal not previously profitable commercially. Tin is in 


the same boat with the rest of the non-fertous metals, suf- 
fering from lack of demand and extremely low prices. A 
restriction plan is being talked of in the industry. 

Practically every company in the non-ferrous metal 
mining industry either reduced the dividend rate last year 
or passed it entirely. Further revisions in individual cases 
are in prospect this year. Improvement and better earn- 
ings await a general industrial revival and until such time, 
the mining companies will be hampered in their opera- 
tions. If the depression is prolonged, suspensions by the 
higher cost producers will unquestionably occur to save 
them from operating losses. 





Diversified Chemicals Show Their Strength 


HE chemical industry during 1930, despite being 
affected to some extent by the general business de- 
pression, made a relatively good showing, although it 

must be admitted thax the year’s results were colored by a 
high degree of activity in the first half, while later there 
was a quite noticeable recession. A glance at the accom- 
panying table will show, with few exceptions, that the 
earnings of the more important companies have been well 
sustained under the trying circumstances existing. Par- 
ticularly is this so in the case of those companies whose 
interests are most diverse. In other cases such as U. S. 
Industrial Alcohol and the carbon companies, lack of 
diversification and too great dependence upon one main 
line, which happens to have been depressed, has resulted in 
earnings considerably under those of the previous year. 
Until recently constant scientific progress, not only in the 
development of new products but in steadily reducing the 
cost of old ones, and a continually broadening demand 
have been factors assuring chemical prosperity. Now, how- 
ever, a slackening demand, coupled with uncurtailed plant 
expansion and the further utilization of by-products by 
companies other than those classified as chemicals, has re- 
sulted, in a state of severe and general competition, par- 
ticularly in regard to standard output. The growing use of 
substitutes has accentuated this condition. Prices have de- 
clined—in some cases precipitously and, although there is 
evidence of stability at present levels, the general margin 
of profit has been materially reduced. Clearly, the next 


move on the part of the industry is to reduce costs still 
further and to produce still more new products. If this 
can be done—and there is no reason why it should not— 
the future is assured. The industry has in its favor even 
now an immensely important factor. Its activities are funda- 
mentally basic. Modern industry is founded upon chemicals, 
chemical combinations and chemical reactions, and as one 
sees the first real rift in the present cloud of depression 
so will one notice improvement in chemical business. 

In regard to dividends, the industry, for the most part, 
has pursued an ultra conservative policy, with the result 
that the present depression has caused but few reductions 
and there is no reason to suppose that the number in pros- 
pect is other than exceedingly small. The custom of the 
industry, however, to declare extras rather than to estab- 


- lish a high regular rate may be curtailed somewhat. This 


is a fortunate condition, as the mere omitting of an extra 
even though the payment be a consistent one, has a very 
much smaller. unfavorable psychological affect upon the 
stockholder and the public in general than has a cut in an 
established rate. ; 

With the exception of the fertilizer and possibly the 
alcohol section, there is reason to believe that ihe chemical 
industry will reward well the investor who is so situated 
that intermediary market fluctuations may be ignored. It 
should be remembered, however, that the industry, although 
still growing, is rapidly coming of age and growth from 
here can hardly be as fast as it was in the past. 
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Position of Leading Chemical Stocks 
Earned per Share Price Range 
-——1980— Recent Divi- Yield Market COMMENT 
1929 E1930 High Low Price dend % Rating 
Bit ROG .cccvevecsiccecs 7.16 6.00 156% 87% 100° 8.00 8.0 A-1 —_ Earnings foreshadow the payment of further extras. 
Allied Chemical & Dye......... 12.60 11,00 343 170% 166 6.00 8.6 A-1 5% extra in stock yearly y_reasonably certain. 
Am, Cyanamid B...........06 Leet OMFS? % 10 “ Cuetna:: 
Anglo Chilean Con. Nitrate.... nil nil 8% 1% es F B-2 Remote dividend prospect. 
Columbian Carbon .......+.004 “Tn Ga oe ee eee a 4 FS ell eee 
Commercial Solvents ......... 151x107 88s 1s 200 60 | wy eieidend Nerely corned, aitioagh cnlltely to ect 
Davison Chemical ........... 4.04 NF 48% 10 16 B-S _Near-term dividend payments unlikely. 
du Pont de Nemours.......... a ne mh a ek ee 
Freeport Texas .........cesse ~ 6.60t NF 65% 24% 96 4.00 11.1  B-1 Despite high ylold, regular rate fairly safe. 
Mathieson Alka ............. a ah: --—-20- wat) Bone ee 
Texas Gulf Sulphur .......... 6.40 6.25 1% 40% 60 4.00 8.0  A-® The payment of an extra not Impossible, 
Union Carbide & Oarbon ...... 3.04 9.00 106% 69% 632.60 4.1 A-1 Dividend redustion unlikely. 
United Carbon ..........0000. eh es tn. Sa a 
U. & Industrial Aloohol ...... i. ll: A. MON Ae AO: OR meri re eee 
“Ae year. N¥F—Not available or cannot be estimated. A—Recently declared div. 250; probably for one quarter only, E—Zetimated, 
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Lower Oil Company Earnings Impair 
Dividend Prospects 


problem of over-production and has started the 

current year in a more favorable statistical position 
than it entered 1930. Largely through pro-ration and 
general conservation efforts, crude oil production was held 
under 900,000,000 barrels last year in contrast with pro- 
duction in excess of 1,000,000,000 barrels, which estab- 
lished an all time record for output in 1929. The tendency 
toward curtailment of crude was carried out progressively 
during the latter part of 1930, the daily average output 
reaching about 2,200,000 barrels in December of that year 
compared with the 1929 peak of around 3,000,000 barrels 
for the daily average. 

In a normal year, of course, such curtailment would 
have placed the industry in a very strong position and 
lifted the operating profit margin for all divisions of the 
industry. Due to the decline in demand last year, how- 
ever, this reduction in output merely served to hold down 
stocks on hand and prevent demoralization of the entire 
industry. It was not sufficient to bring better prices for 
either the producers or the refiners. In fact crude oil 
prices were at their lowest ebb at the end of the year and 
refineries were selling gasoline at from 4 to 5 cents a gallon 
compared with prices of from 7 to 8 cents a gallon in the 
early summer of 1930. And it was this severe drop in 


Te petroleum industry is courageously attacking the 


petroleum prices—aggravated in the refining products be- 
cause of bitter competition and expansion in marketing 
facilities—that cut into oil company earnings during the 
latter part of the year. 

Recessions in profits induced lower dividend payments 
by the smaller concerns, starting back as far as the fall of 
1930 and extending into the current year. Only the con 
servative policies on the part of the larger companies has 
made it practicable for them to maintain their regular 
dividend payments—few of which were earned by a very 
comfortable margin and others not earned in full by the 
profits from last year’s operations. Practically all the larger 
companies have strong financial positions. 

In a sense, the petroleum companies may be said to be 
buying future prosperity out of current profits, however, 
for the curtailment in operations is extended all along the 
line and the output of refineries is reduced at least to a 
point that prevents the accumulation of stocks on hand in 
sufficient proportions to ruin 1931 prospects. For real 
prosperity, the industry must enjoy a revival of demand 
for its products that it experienced prior to 1930. In other 
words, oil stockholders are in the same class as most other 
investors this year. Their return both in dividends and 
market appreciation is dependent upon general business re- 


vival during the year. 


































































































Position of Leading Oil Stocks 
Earned per Share Price Range 
Company -—1930——., Recent Divi- Yield Market COMMENT 
1929 1930 High Low Price dend J Rating 
Amerada Corp. .......-..sse0e 2.99 NF 81% 16% 20 2 10.8 B-2 Net profit in sale of leases covers dividend. 
Atlantic Refining ............ 6.20 1.80(2) 61 16% 22 2t 9.1 B-1 Continuance of extra 25¢ quarterly uncertain. 
Barnsdall, Cl, A.........+5.0 3.25 2.50E 84 8% 12% #1 8.0 B-2 Div. recently halved, though earned In 1930, 
Cities Bervied .....0000scecccce 1.18(3) 1.48(3)(5) 44 18 19% 0.3(1) 1.5 B-l Yields over 7.5% with 2% stoek div. monthly. 
Continental Oil ...........ee0 1,90 1.00E 30% 8 10 2 as B2 Div. outlook unpromising for current year. 
General Asphalt ..........se0. 4.71 2.03(2) 71 22 38 1.9 B-1 Div. reduced from $4, Nov., 1930—outlook uncertain. 
Bale DE ccccevcccvccccvvevvess 9.83 NF 167 b8y% 70 1.5 2.1 A-1 =‘ Inereases unlikely until Industry improves. 
Mousten O8l .ccccccccccccccece 4.78 8.62(2) 117 29 52 B-l Dividends await development of reserves. 
Mexican Seaboard ..........+. nil 0.55(2) 387 10 18 B-2 Showing profits but div. unlikely. 
Pan American Pete ........... 2.92 E ea 2 35 eee ae B-2 Minority stockholders attempt to foree dividends. 
Phillips Petroleum ........... 6.20 2.28(2) 45 11% 14 2 14.2 B-1 Dividend outlook highly uncertain. 
Prairie Of1 & Gas............. .9000C:«C«éi<itia 8 te a CANnent catered 2990 testes; &. eel 
Pure OM) ocr rccccrevccccceece 8.06(4) 1.52(4) 27 ™% 10 B-2 Dividends passed due to decline in earnings. 
ie iti sci... -ccsceseca 1.26 NF 25 5 e -8 — ee eee “a 
Sinclair Consol. ..............+ 2.82 0.50(6) 32 10 138 1 1.7 B-2 Dividend halved In 1930—financlal condition strong. 
Standard Wil Calif............. 8.63 2.87(2) 7% 42 60 2.6¢ 6.0 A-1 ‘Cash dividend earned by small margin in 1930. 
Standard Oil Indiana ......... 4.66 NF 60 80 86 2 6.5 A-1 = Reduce div. to finance 1930 expansion. 
Standard Oil MN. J...........0 4.75 NF 85 Ft) woot eo =u aya cxtras _ to be maln 
Btandard Oil N. Y. .........+ 2.28 NF ae 20 ~ 26 1.6 6.4 A-1 Strong cash position; div. change unlikely. 
BER Ol. csicen ss y0ce ccccceccee 5.60 6.10 70 “39 ~ 1 2.2 B-1 = Pald “‘extras”’ in stock dividends last year. 
Texas Corporation ..........00 4.91 1,50E 60 28 34 3 8.8 A-1 Div. likely to be continued In 1931. 
Tidewater-Assoolated .......... 1.73 0.80(2) 28% 10 8 06 7.8 BB _ Dividend earned In frst nine months. 
Union Oil of Calif............. 3.56 1.85(2) 50 20 24 3 * 8.4 B-1 Dividend barely covered in 1930. 
Present dividend seems likely to continue pending 
Vacuum Of] ......5ecccccecees 6.96 NF “98 .) 65 & 6.2 B-l merger. 
a months 1980. (8) Before 
reserves. (4) Year teaed March "sa <> felis anaes wulca Mev. ‘So ” a) Fist a Mien det availatis. mn 
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HERE were two important and distinct trends visible 
T in the tobacco industry during 1930. The first was 

the tendency of the larger units to obtain a still 
greater share of the possible business at the expense of the 
smaller, while the other was the continuance of the cigarette 
to replace other forms of tobacco. Cigarette production 
during 1930 made a new high record, although the gain 
over 1929 was very small in comparison with other years 
when the increase has been between 8% and 12% over 
the previous year. Snuff production also held up well and 
although this commodity never has shown the phenomenal 
growth of demand that there has been for the cigarette, 
there is apparently a market profitable and stable for those 
engaged in its production. With the exception of these 
two sides of the tobacco industry, all others have shown 
distinctly declining tendencies. Cigar production during 
1930 was the lowest in at least twenty-three years, prior 
to which date there is no record, while the production of 
smoking, plug and chewing tobaccos was also materially 
under that of 1929. ‘Tobacco planters, particularly in this 
country, have had to contend with a state of over-produc- 


Cigarettes Replace Other Forms of Tobacco 


tion, the consequent piling up of stocks and the lowest 
prices on record for many grades. The movement to re- 
strict acreage has as yet enjoyed little success, which means 
that a still greater quantity must be exported and prices 
which even now are exceedingly weak will decline still 
further. There is also a marked tendency for other 
countries to favor their own tobacco industry by the en- 
actment of tariffs, if such action appears to be at all fea- 
sible. 

The prospects then for the year 1931 are that the two 
trends so easily distinguishable during 1930 will continue 
and, if this should be so, fairly widespread dividend cuts 
may be expected among all but the strongest cigarette and 
snuff producing units. These, however, bar the unlikely 
prospect of a price war, may possibly increase their 
dividend disbursements, either by raising the regular 
rate or by the declaration of extras. In fact, both the 
American Tobacco Co. and Liggett & Myers Tobacco Co. 
have recently declared an extra dividend of $1 per share 
on their common stocks and this may be taken as pointing 
the way to the future. 






















































































Position of Leading Tobacco Stocks 
Earned per Share Price Range 
-—1930——,  Retent Divi- Yield Market COMMENT 
1929 E1930 High Low Price dend % Rating 
American Snuff ..........ses00 4,25 4.20 48% 35% 40 3.00 7.5 A-2 Paid 25e extra Jan. 2, 1931, Further extras ttkely. 
American Tobacco B.........++ 5.77 8.50 130% 99% 114 5.00 4.4 A-1 Extra dividends in prospect. 
British Am, Tobacco .......... 1.27f 1,.20t 88 23 oe B aa A-2 Little variation in normal disbursements expected. 
Congress Cigar .............0- 8.28 x4.72 B6% 18% 28 #26©<4.00 + 14.3 B-2 Usual extras unlikely. 
id maintenanee of even 

Consolidated Cigar ........... ae ae ae ae an ae ee oe 

harpl hould be able to maintain 
General Cigar ............000 8.07 x603 61 80 ae EA -* A 
Imperial Tob. (Gt. Brit.)...... 1,12 1,00 25% 21% oe A - A-2 Little ehange in usual dividends expected. 
Liggett & Myers .........000 7.82 x7.15 114% 18% 88 4,00 4.5 A-1 Recently declared usual extra. 
pT 2 rrr 0.29 x1.47 28% 8% es FF oe B-1_ A likely dividend payer In a year or twe. 
Reynolds Tobacco B ..........+ $22 «342 68% 40 45 3.00. 6.6 A-l Regular rate safe. 
Tobacco Products ......se.seee 0.44 0.40 6 3 > al ake iy B-2 Dividend outlook uncertain. 
DT. B Dopndod ......cerccvsee 5.21 5.50 68 5 63 4.00 6.3 A-2 Could pay extras. 

2 i 
Universal Leaf Tobacoo ...... ae oe oo a ee om hee: 8 See eee 
A—Shares £1 par. 16%% paid 1930. B—Regular dividends at varying rates. E—Estimated. x—Actual. Fiscal year. 




















Equipments Face Reduced Consumer 
Buying Power 


AST year was a poor one for the average equipment 
company. Consumer purchasing power was ma- 
terially curtailed by the depression, or if not actually 

curtailed the desire to economize had very much the same 
effect. This desire for economy had, however, in at least 
One instance a peculiar reaction—a reaction which may 
possibly spread to the benefit of other companies and which 
should be particularly looked for in connection with the 
agricultural equipments. Foster Wheeler, a company 
whose main interest is the production of steam boiler 
accessories and oil distillation apparatus, is expected to re- 
Port that the year 1930 was the most profitable in its 
history. The reason for this is that the keynote of the 
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. mand for that efficiency. 


company’s products is greater efficiency and in this case 
the general desire for economy was translated into a de- 
In regard to other companies, 
where the question of economy is not so easily answered, 
business currently is at a fairly low ebb and in general no 
very great improvement is looked for during the forepart 
of the year. Many equipment companies, however, are 


strong and widespread dividend cuts are not expected. 
The Agricultural Equipments operated at a high rate 
of activity during the first half of last year and export 
business was particularly good. Later, their business fell 
off sharply and, with world agricultural conditions de- 
moralized as they are, it is doubtful whether earnings-for® 
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the next six months will equal those of the same period of 
last year. 

The building equipments face but moderate prosperity 
and of even this they may be deprived should the bon 
market react unfavorably to news of a cash settlement of 
the soldiers’ bonus or other cause. The demand for new 
construction is growing but conditions are not yet favor- 
able to extensive undertakings. 

Great industrial activity during 1929 and the consequent 
large freight movement was the basis for a considerable 
measure of prosperity for the railroads, causing a demand 
for equipment. The companies catering to these needs 
were profitably occupied for some time after the stock 


market crash in the fall of 1929 and their period of pros- - 


perity was further lengthened by the railroads’ compliance 
with President Hoover's request not to curtail expenditures, 
Now, with the railroads having suffered disastrously during 
1930 and with the current freight movement below normal, 
it is unlikely that orders for new equipment will be large 
until at least a year has passed, even if it should be a pros 
perous one. 

The interests of many of the Machine and Electrical 
Equipments are so diverse that they will undoubtedly have 
certain active lines, even should others prove depressed. 
Industrial demand for new equipment is not heavy and 
manufacturers of electrical machinery have suffered a de- 
cided réduction in volume although it is unlikely that many 
current rates will be disturbed. 





































































































Position of Leading Equipment Companies 
Agricultural Equipment 
Earned per Share Price Range 
-——1930—, Recent Divi. Yield Market COMMENT 
1929 E1930 High Low Price dend % Rating 
No -change in regular disbursement expected. Exports 
I Sh oon oebdepeb weeks 13.75 10.00 862% 83% 118 6.00 6.1 ‘Bl to Russia may be an Important factor in earnings. 
Wine OG: oie ce esse. cesesee — - Ci + he na 
International Harvester ...... ae a a oe Oe eae 
Building Equipment 
Am. Radiator & Stand. Sen.... 1.91 0.60 89% 18 . he S- SM Poa 
te 
Johns-Manville ............+00s w -. mame ae Oooo. ee 
Otis Elevator ..........0..00. - a a a es oe a“ |} 46 ho eee 
Machine and Electrical Equipment 
Allis-Chalmers .............++5 "ae a Um lw ae a eS ee 
Am, Machine & Foundry...... ” mw 646 hi 2 ww. Su ae 
Ts likely to reduce rathor than pass dividend. _Com- 
Outler-Hammer ............... 9.77 820 9% 85 o OO 08. 24 2c’cmes Gee colin ts Caen ootdin 
able t 
Fairbanks-Morse .............. so mi me a fs wn: ! see 
Could pay considerably more. The year 1930 re- 
Foster-Wheeler .............+. 6.05 6.80 104% 87H «= BT_——8.00, 8. AA pert to be the midst prottable In the sompany's 
ory. 
Divi prospect uncertain. Probab ires time 
Gen. Theatres Equipment ...... L7t NF 10 5% «14 PO ged ~ By 
will bly maintain rate, although extras 
General Electric .............. Ce ee a oe ee” oe ee er. dr, 
. St I- 
Ingersoll-Rand ............00+: a 2 a we hl lk hh Sea 
Westinghouse Electric ........ a 1 Me Ma BS wna we ae 
Railway Equipment 
iced - 
Am, Brake Shoo & Foundry.... 370 280 4% 90 96 240 66 Bi pet. likely te reduse present dividend rate Divers: 
Am. Car & Foundry ........... 5.44¢ 2.00 82% 24% 33 6.00 18.2 B-2 Reduction likely. Present dividend not being earned. 
presen doubtful 
Am, Locomotive .............. ae ee ee ae ee ee ee le 
Am, Steel Foundries .......... mm ma m~/ FR «one 
Baldwin Locomotive .......... 1.07 1.70 88 1% «= TH RB ag 2 ee unless 
: Earnings hold up well in view of general depressed 
General Railway Signal ....... 8.25 27.07 106% 66 75 6.00 6.6  A-l conditions. Will maintain present rate, although 
Regular dividend considered safe, although there ap- 
‘Westinghouse Air Erake....... 2.78 2.20 62 31% 34 2.00 6.9 A-1 pears to be little change for extras in the immediat 





B—Estimated. ft On smaller capitalization. 


t Fiscal year. WF —Not available or no estimate possible. 


= Actual. 
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Another Good Year for Foods in Prospect 


regardless of general business and industrial conditions 

because food in regular amounts is one of the prime 
necessities of life. The business of the leading units in this 
feld clearly bears out this state of affairs and it is only 
logical therefore to believe that 1931 volume of business 
will be satisfactory. 

In the aggregate, the production and preparation of 
foods comprise the largest industry in the United States 
The American public spends annually approximately $22,- 
000,000,000 or one-quarter of the national income for 
retail foods. The five most important divisions of the 
food industry and the value of their products according 
to the latest available Census figures are 1) meat products 
—$3,057,000,000; 2) dairy products—$2,952,000,000; 3) 
cereal products—$2,699,000,000; 4) canned foods—$637,- 
000,000 and 5) sugar products—$710,000,000. 

In 1930, one of the most important developments affect- 
ing the food business was the steady drop in commodity 
prices. To a large extent these have been passed on to the 
public in the form of lower retail prices. Quotations of 
food products, for instance, dropped 16% during the year, 
which compares with a decline of 21.5% in farm products, 
and 18% in all commodities. In times of declining prices, 
managements of food companies must exercise extreme 


T= demand for food products is remarkably stable 


care in buying to avoid inventory losses and the results of 
most companies last year indicate that this policy has 
been followed. Lower prices may mean a somewhat lower 
actual profit per item even though the percentage profit 
margin remains the same, but this may be counterbalanced 
by increase in volume induced by the lower prices. 

Results for the individual companies engaged in the 
food industry varied according to special factors in the 
particular situation. Of the four big meat packing com- 
panies, two showed larger profits last year, one about the 
same as the year before, and the fourth showed a drop. 
Generally, however, the year was more satisfactory than 
for several years past. The dairy products companies like- 
wise had a better year, and will probably do as well in 1931. 

The canning companies as a whole had adequate packs, 
but price declines tended to diminish net earnings. The 
baking companies were another group that felt the sharp 
decline in prices, which was greater in the finished product 
than was warranted by the decline in raw materials. 
Standard package foods remain popular and seem to have 
won for themselves a permanent place in the buying habits 
of the public, providing they can maintain their standing 
in the battle among brands, described elsewhere in this 
issue. As pointed out there, the manufacturers of national 
brands are meeting keen competition from private brands. 








Position of Leading Food Stocks 





Earned per Share 
1930 


= Range 


Company inn 


1929 


Recent Divi- 
Price 


Yield Market COMMENT 


dend % Rating 





$0.40(1) xnil(1) 8% 2% 


8% 


Net off sharply last but has Improved finanelal 


B-1 year, 
position. No dividends likely for some time. 





$4,66(2) 70% 46% 


$3.00 Al ae stability attests company’s widely diversified 





5.50(e) 90% 60% 


73 


Expansion of business much slower In 1930, but 
sales up about 10%. Maintenance of present 
dividend Itkely. 


8.00 A-2 
+ 3% stk. 





California Packing 6.88(8) 6.16(8) 7% 


49 


Net for current fiscal year estimated between $4 and 


4.00 B-l $5. Present rate may be continued In view of surplus. 





Continental Baking ‘‘A’’ 7.08 


Lower material costs and operating costs ald In hold- 


B-l Ing up earnings. May do something for ‘‘A’’ stock. 





Corn Products Refining 4.70(e) 


Recent ruling on eorn sugar im 


A-l yay 
Present dividend probably will not be changed. 





Cudahy Packing 5.038(1) 48 


Increased net fast year, although gross dropped. 


B-1 present dividend to remain. 





General Foods 8.90(e) 61% 


Company’s quick-freeze process In foods Is working 


A-l out with promise. No change In rate this year. 





General Mills 4.83(4) 659% 


Largest flour milling firm in world. Business and 


B-l profit margin well maintained. 





8.50(e) 47% 


Made creditable showing In 1930, and Improvement 


A-1 should result from priee stablilzation this year. 





8.70(e) 70% 


Earnings somewhat lower than 1929, but dividend 


A-1 well covered. 





Increased net earnings about 8% last year, thas 


A-l continuing steady upward trend. 





4.07(e) 62 


Actual volume of business fell off 5% in 1930, 


B-1 bat profit margin well maintained, although small. 





5.18 88% 


Continued to expand, geographically and in retail 
outlets. Dividend rate will probably be maintained 
unless earnings drop further. 


B-1 





1.20(e) 29% 


Dividend just about covered. Conservatism may dic- 


B-1 tate another drop In rate, but business expanding. 





2.08(1) 84% 27 


Net Income remarkably stable for type of business. 


B-1 Dividend paid for many years. 





1.51(1) 138 4% 


10 


Company steadily Improving financial position and 
earnings. Inaageration of dividend on ‘‘A’’ stock 
depends on current results. 


B-l 





Ward Baking ‘‘A” 9.26 64 12% 


“A” shares entitled to $8 non-cumalative dividends 
before dividends on ‘B’’ shares. New eontrol may 
result In earnings Increase. 


B-1 





(1) Year ended Nov. 1. (2) Nine months ended Sept. 30. 





(3) Year ended Feb. 28. 


(4) Year ended May 31. (e) Estimated. 
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A Backlog of Preferreds for 


Income and Profit 


E preferred stock market pro- 
vides the investor with many op- 
portunities for profitable invest- 
ment, particularly at such times as the 
present when general business uncer- 
tainty makes it imperative that at least 
a portion of his funds be subject to a 
greater degree of security than that ob- 
tainable in the average run of common 
stocks, and at a time when low money 
rates favor the advance of all fixed in- 
come bearing securities. Here it is pos- 
sible to obtain a high yield with safety 
while, should the stock be listed on a 
ized stock exchange, there is the 
added advantage of having one’s capital 
in an extremely liquid form and avail- 
able in an emergency upon a moment's 
notice. This is not to say that all pre- 
ferreds make desirable investments. 


All Kinds of Preferreds 


There are good, bad and indifferent 
preferred stocks and, like the little girl 
in the nursery rhyme, when they are 
bad they are horrid. As a class, they 
are a hybrid of common stock and bond 
and, dependent upon which of these 
they most represent, so will they act 
marketwise. A strong preferred stock 
acts and reacts to those factors which 
affect strong bonds—money rates prin- 
cipally and to a less 
extent changes in credit 
standing. On the other 
hand, a weak preferred 
stock rises and falls in 
accordance with the 
company’s earning 
power and the general 
stock market, while 
changes in money rates 
are of secondary impor- 
tance. 

Over the last year or 
so, the — pre- 
ferred stock, be 


ing 


Price SCALE IN DoLtars 


r 


By J. C. Cirrrorp 


bought for prices considerably under 
those prevailing during the boom years 
in business when money rates were 
vastly higher than they are at present, 
it is clear that the prospect for smaller 
earnings has been the predominant fac- 
tor in recent times. There is reason to 
believe that this factor has been over- 
emphasized in many cases, on account 
of the general atmosphere of pessimism 
which has prevailed. After all, there 
is no reason for a material price decline 
in the preferred stock of a strong well- 
established company if the dividend is 
covered but five times during 1930 as 
against eight or ten times in 1929. 
Strength above a certain point is super- 
fluous. 

It is usually the part of good policy 
to approach the purchase of a preferred 
stock from the bond-buyer’s point of 
view. Security up to a requisite stand- 
ard of safety should first be insisted 
upon, while yield and prospeets of mar- 
ket appreciation should be left as sec- 
ondary considerations. Little is to be 
gained in buying a weak preferred 
stock. Should the company prosper, 


but a very moderate gain will accrue . 


to the preferred stockholders, the real 
benefit going to holders of the common. 
On the other hand, the preferred 
stockholders’ loss, in the event of de- 


CORD of 


must be admitted that many industrials 
possess an earning record remarkable 
for its consistency. 


The Kind to Buy 


Again, as in bonds, it is usually a 
mistake to buy high rate callable pre- 
ferreds for long term investment in 
preference to low rate or non-callable 
issues. In the case of the first class, 
market appreciation is stifled by the 
call price and should the company exer- 
cise its privilege, it is almost always to 
the disadvantage of holders who are 
confronted with the difficult problem of 
reinvesting their funds to the same ad- 
vantage as was previously enjoyed. 

For example, there is the 7% pre- 
ferred stock of the New York, New 
Haven & Hartford Railroad, which is 
certainly among the strong rather than 
the weak preferreds. Earnings on this 
issue for the year 1930 were equal to 
about $40 per share against about $45 
for 1929. The yield is good. In fact, 
there is every reason to suppose that it 
represents a sound medium grade in- 
vestment. Despite the fact that it is 
convertible into common stock at any 
time, however, the scope of its suitabil- 
ity is materially narrowed by reason of 
the fact that it is currently selling sev 

eral points above its call 
price. For this reason 
some might prefer, if 
anything but an ex: 
tremely short-term com- 
mitment were contem: 
plated, the senior stock 
of the Baltimore & Ohio 
Railroad. In this case, 
assuming the lower 
yield to be offset by the 
greater margin of safety 
—it is estimated that 
the Baltimore & Ohio 
Railroad will have 





neither a on 
desperately w 
been pulled first one way and then the 
other. One day there would be a rise 
on recognition of the extreme ease in 
money, while the next there would be 
a decline on the news of poor business 
for the particular company and an ex- 
— decrease in coverage over divi- 
d requirements. As many preferred 
stocks of sound character can now be 
564 





clining business for the company, can 
hardly be other than severe. Omitting 
profit-sharing issues in one form or 
another, the prospective buyer of a 
preferred stock, requiring stability 
rather than growth, will usually find 
his conditions more frequently met 
among the railroads and public utilities 
than among the industrials, although it 


earned about $34 on its 
preferred stock during 
the past year—it would be contended 
that the prospects of market apprecia- 
tion unhampered by technicalities made 
it the more desirable. The same line of 
reasoning might be used in connection 
with the $4 preferred stock of Stand- 
ard Gas & Electric Co. as against the 
$1.60 preferred stock of the Buffalo, 
Niagara & Eastern Power Corp. 
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For those desiring a sound low priced 
investment, the $1.50 non-callable pre- 
ferred stock of the Pacific Gas & Elec- 
tric Co. has many attractive features. 
It is currently quoted on the New York 
Curb Exchange around $27 per share, 
at which price it affords a yield of more 
than 52%. The company is the larg- 
est light, power and gas company op- 
erating on the Pacific Coast and serves 
a territory supporting over 2! million 
persons. Pacific Gas & Electric Co. 
has reported uninterrupted growth 
since its organization in 1905 and is 
now pursuing an aggressive expansion 
policy in connection with natural gas 
from the Kettleman Hills and Button- 
willow oil fields, which holds out great 
promise for the continuance of this 

in the future. Earnings of 
$5.40 per share on the preferred stock 
are expected for the year 1930, which 
compares with actual earnings of $4.57 
per share for the previous year. 

In the 5% non-cumulative con- 
vertible preferred stock of the Hudson 
@ Manhattan Railroad there is an ex- 
cellent illustration of a sound issue 
lacking only in market sponsorship. 
Despite an exceptional yield amply cov- 
ered by earnings, at no time, not even 
during the height of the stock boom, 
can it be considered to have been in- 
flated. Perhaps the lack of market in- 
terest can be put down to fear that 
the opening of the Hudson Vehicular 
Tunnel would have unfavorable effects, 
although nothing has yet occurred in 
the published reports to warrant real 
anxiety on this score. In fact, it might 
be contended that insofar as new com- 
munication facilities over the Hudson 
River tend to develop still further the 
Jersey countryside, it will be favorable 
to the Hudson & Manhattan Railroad. 
The company’s property consists of 
valuable real estate, and about twenty 
miles of track connecting Jersey City 
with both the down-town and mid- 
town sections of New York. For the 
year 1930, earnings on the 5% pre- 
ferred were equal to $40.79 per share, 
which compares with $42.86 per share 
for 1929, a more than usually satisfac- 
tory margin of safety. 

Should none of the preferred stocks 
which have been specifically mentioned 
appear to meet one’s particular require- 
ments, a glance at the accompanying 
table will show many others from 
which a selection may be made. 

The present time of uncertainty, 
when fear dominates the price of all in- 
vestments, is undoubtedly opportune 
for the purchase of this class of se- 
curity, as there are many cases where 
earning stability only need be shown— 
even at low current levels—in order 
to allow the present monetary ease 
to have its inevitable effect in rising 
prices. 
for FEBRUARY 21, 1931 




















Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 


Railroads 


Div. Rate .——Earned $ per Share—, 
$ 1 1929 


Norfolk & Western 

Union Pacific 

Atchison, Top. & 8. Fe 
Baltimore & Ohio 

Milinois Central Conv. A 

Pere Marquette Prior 

Colorado & Southern 2nd 

N. ¥., New Haven & Hart.... 


Colorado & Southern Ist 
N. ¥., Chicago & St. Louis..., 
Chic., Rock Island & Pac. (5% 


188.40 
39.85 
40.47 
38.44 
54.07 
64.08 
53.76 
22.05 
36.17 

9.04 
57.76 
20.31 


22.49 


1928 


138,73 
46.32 
40.21 
49.44 
66.28 
75.60 
45.46 
84.40 
$2.11 
14,01 
49.45 
17,68 


28.60 





Public Utilities 


Public Service of New Jersey. 8 (C) 


Columbia Gas & Electric “A’’ 6 (C0) 


6 (C) 
6 (C) 


American Water Works & El.. 
National Pr. & Lt 

United Corp. ....cccccccscccces 8 (C) 
United Light & Power Conv... 6 (0) 
Buffalo, Niagara & Eastern Pr. 1.6 (C) 
Engineers Publ. Serv. (w. w.) 5% (0) 
Hudson & Man. R. R. Conv... 5 (N) 
Standard Gas & Electric 4 (C) 
Federal Light & Traction 

Electric Power & Light 


§16.28 
3.49 
81.74 
28.06 
25.49 
12.78 
63.49 


24.30 
38.06 


8.88 
40.70 
16.76 


89.67 
16,21 


20.92 
3.28 
4.24 

40.22 

21.75 

80.78 

18.43 

**17.20 

53.15 

$1.05 

45.38 
4.52 
8.79 

$7.02 

14,07 

49.98 

17,00 





du Pont (E. I.) de Nemours 
deb. 


Stand. Brands, Inc., Cum, A... 7 (0) 


General, Cigar .......+-.--0+: 
Case (J. L.) Thresh. Mach.... 


Commerc. Investm. Trust ist. 6% (0) 
T (0) 


70 (C) 


C—Cumulative. | N-—Non-cumulative 


ula’ 
unconditionally by Bush Terminal Co 
rate, $4. 


57.08 
10,26 
74.06 
16.32 
125.34 
44.12 
19.19 
67.32 
88.43 


24.36 


¢ 


6.15 
1.97 
22.47 


69.06 
16.25. 
14,04 
84.50 
19,16 
128.40 
85.27 
21.48 
62.81 
$2.59 
89,94 
18.70 
45.50 
t 
5.90 
14.60 
22.54 
7.90 


182.20 
49.48 
49.18 
48.87 
70.98 
55.50 
87.72 
45.47 
30,21 
16,02 
41,72 
20.49 


25.14 


78.54 
21.36 
17,19 
93.91 
42.04 
129,41 
44,11 
23.98 
85.92 
85.06 
48.31 
18.86 
81.92 
a 
9.644 
15.40 
82,65 
6.36 


Redeom- 
able 


No 
No 
No 
No 
115 
100 
No 
115 
100 
No 
No 
110 


102 


120 
No 
No 
No 

45 


" § Earned on all pfd. stocks. 


** Adjusted to basis of present stock. 


Recent Yield 


Price 


92 
86 
106 
718 


83 
64 
62 
89 


96 
109 
122 
122 
120 
117 
117 
114 
113 
113 

96 
103 
111 

21 
104 
104 

% 


%o 

4.3 
4,7 
4.7 
5.1 
5.3 
5.8 
5.9 
5.9 
6.0 
6.3 
6.5 
6.7 


7.0 


+ Guaranteed 
tT Regular 


























Market Indicators 

















Relieving a Business Risk 


The opportunity to safeguard against 
losses in an inventory position has been 
extended to include one more impor- 
tant material by the recent opening of 
a blackstrap molasses futures market on 
the New York Coffee & Sugar Ex- 
change. The trading contract calls for 
the delivery at New Orleans of 24,000 
gallons of the commodity, worth be- 
tween $1,000 and $1,500 at present 
prices. Manufacturers of alcohol use 
about 200 million gallons of blackstrap 
molasses annually, while about half as 
much again is taken by manufacturers 
of stock feed and other products. 

The report of the U. S. Industrial 
Alcohol Co. for the year ended Decem- 
ber 31, 1930, showed that the profit 
from the year’s operations was entirely 
eliminated by an inventory adjustment 
of $3,000,000, which was due princi- 
nee to the drastic price decline in 

lackstrap molasses. This inventory 
loss, resulting in a net loss for the year 
of slightly more than $1,800,000 as 
against a net profit after all charges, 
including preferred dividends, of $4,- 
721,000 for the previous year, might 
have been very materially reduced had 
there existed a wide active futures mar- 
ket on which the company could have 
sold against its stocks on hand. It 
should be remembered that, although a 
futures market may be used by in- 
dividuals for gambling, its more legiti- 
mate use is to relieve business of much 


risk. 


No Diversification 


The advantages accruing to a com- 
pany having diversification of interests 
has been stressed times without number 
and yet, despite this, it is easy to dis- 
cover single companies which have 
done exceedingly well during the try- 
ing time immediately behind us. For 
example the three companies Wrigley, 
Jr., Hershey Chocolate, and Coca- 
Cola are all unlikely to report lower 


566 


For Profit 


per share earnings for 1930 than was 
shown for the previous year. This of 
course has been reflected in the market 
action of their stocks, although it is 
truly remarkable that insofar as these 
companies faced such a favorable out- 
look in 1929 their securities were not 
absurdly inflated during the bull mar- 
ket. Wrigley is ‘currently selling 
around $72 per share, against a range 
of 81-65; Hershey around $90 a share, 
against a range of 143-45, and Coca- 
Cola around $164 a share, against a 
range of 154-101 in 1929. The in- 
vestor then need bother little about the 
diversified interests of his company as 
long as he has selected a good spe- 
cialty. He should make certain, how- 
ever, that it is a good one with not a 
temporary but a sustained, year-round 
market. . 


** ¢ 
Anti-Trust Laws Again Hit 


Although the action was not strictly 
under the Sherman Act or other anti- 
trust law, the recent decision of the 
Federal Circuit Court of Appeals, giv- 
ing approval to the proposed merger of 
the Standard Oil Co. of New York and 
the Vacuum Oil Co., was considered 
particularly important as evidencing 
the modern trend toward a more leni- 
ent interpretation of these laws and, 
regardless of the outcome of the Gov- 
ernment’s probable appeal to the Su- 
preme Court, its significance on this 
score cannot be lessened. The opinion 
rendered found that “the intent and 
purpose of the merger is solely to meet 
the normal and natural business necessir 
ties of the two companies, brouglit 
about by the development of and the 
changed competitive and business con- 
ditions in the industry.” It found that 
in some places the two companies were 
in competition with one another but 
not to such extent as to be of vital im- 
portance tothe oil industry and that 
the desire to merge on the part of the 
Stardard Oil Co. of New York was 


expansion, while Vacuum Oil desired 
the union for the reason that it had 
been losing retail outlets through the 
tendency .of other companies having 
gasoline stations to push their own 
products. Should the merger even- 
tually be consummated under the origi- 
nal plan, a new company will be 
formed called the General Petroleum 
Co. “Socony” stockholders will receive 
share for share in the new company 
while Vacuum stockholders will receive 
three shares for each share held. 


* *¢ *@ 
General Motors 
General Motors’ preliminary report 


' for the year ended December 31, 1930, 


indicated net income of $151,100,000 
after all charges but including non- 
recurring profits of slightly less than 


. $10,000,000. This was equal to $3.25 
per share of common stock and com: - 


pares with net income of $248,300,000 
equal to $5.49 per common share 
shown for the previous year. The 
latest report, however, was better than 
had been anticipated in consideration 
of the fact that the year 1930 was a 
notably poor one for the manufacturer 
of automobiles and would appear to 
justify the company’s leadership in the 
field. The outlook for the industry, 
however, cannot be considered par- 
ticularly bright as there is now evi 
dence that the much discussed and 
feared saturation point is not far away. 
When it arrives the industry will be 
almost entirely dependent upon re 
placement business and future expan: 
sion will indeed be slow, although in 
extensive diversification of interests, 
such as that now being attempted by 
General Motors, there are ibilities 
of offsetting this unfavorable outlook. 
e028 


Bonds 


The unsettlement in the bond market 
caused by proposals to pay the soldiers 
“bonus” now appears to have died 
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~ The Stockholder 





and Income 


down and all classes of bonds have 
rallied vigorously in recent days. Sec- 
ond class and speculative bonds were 
particularly strong, reflecting a very 
much improved sentiment in the stock 
market. Although it is by no means 
certain that the ex-servicemen’s assur- 
ance policies will not either be partly 
cashed or the loaning value raised, 
there is a growing conviction that the 
immediate payment of the full amount, 
estimated at $3,400,000, is out of the 
question. Ignoring the possibility of 
further temporary unsettlement as the 
vatious proposals come up for discus- 
sion in Congress, the unchanged out- 
look for easy money continues to make 
bonds attractive investment mediums. 
An unusual demand for Federal Land 
Bank bonds has lately been reported. 
These securities enjoy an excellent mar- 
ket, over-the-counter, in New York and 
are available in a variety of maturities 
to yield about 434% at current prices. 
Insofar as they represent a gilt-edged 
security they are recommended to those 
who require a very high degree of 
safety. 


* * # 


To Restrict or Not to Restrict? 


_ The difficulties with which the oil 
industry is contending have been 
much to the fore lately. The question 
of the moment seems to be as to 
whether or not proration should be 
practiced and if so, should difficulties 
either by tariff or embargo be placed in 
the way of oil imports. Unrestrained 
Competition, resulting in a flood of oil 
would undoubtedly work hardship on 
everyone, particularly the “little fel- 
low” who is not unlikely to go bank- 
Tupt. On the other hand, the same 
little fellow” opposes proration on the 
grounds that it is especially hard on 
him who needs even now almost every 
Penny on which he can lay his hands in 
order to stay in business. Finally, both 
sides point out the futility of domestic 
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proration while at the same time per- 
mitting unrestricted duty free imports. 
Until the question is settled—and falla- 
cies can be seen in every remedy so far 
advanced—the holder of oil securities 
is unlikely to obtain much satisfaction 
from his investments. There have al- 
ready been many dividend reductions 
and the most important companies are 
now beginning to feel the effects of the 
unsatisfactory conditions. Standard 
Oil of Indiana recently reduced the 
dividend on its common stock from 
an annual rate of $2.50 to $2, the 
president stating at the time that this 
was done on account of the disturbed 
conditions which made a conservative 
policy desirable. 


* * * 


Diversified Investment Trusts 


The year 1930 represents an impor- 
tant land-mark in the development of 
the investment trust movement in the 
United States. Among the ashes of 
the last bull market lie many of the old 
shibboleths and the stage is being put 
in order for a fresh start upon a 
sounder basis. Bookkeeping practices 
are becoming standardized, losses are 
being written off, stated value of shares 
adjusted and assets re-valued on a con- 
servative basis. ‘The tremendous de- 
preciation sustained by many companies 
of this class—recent surveys show that 
the assets of a number of representa- 
tive management type investment trusts 
declined between 20% and 25% last 
year—has caused a reaction toward the 
fixed type and a large number of these 
have come into being. In connection 
with the recent formation of many 
trusts the organizers state that the com- 
pany is being created in order to take 
advantage of the depressed prices for 
securities. This appears entirely logical 
and there is no reason why many in- 
vestment trusts from this point should 
not prove profitable long term invest- 
ments. It is suggested that those com- 














panies which are more flexible than the 
ordinary fixed trust and yet do not 
lend themselves to the possible abuses 
of the simple management type will 
probably prove the most satisfactory to 
the average man. Such a company 
would be one having a charter provi- 
sion which permits not less than 40% 
of its funds to be represented by cash 


-or legal bonds, not less than 30% by 


other strong bonds or’ preferred stocks, 
while the balance could be used to take 
advantage of favorable opportunities in 
common 


* * * 


Railroads and “Recapture” 


No less an authority than the Inter- 
state Commerce Commission is propos- 
ing that the objectionable “recapture” 
clause of the Transportation Act of 
1920 be repealed and that the basis on 
which railroad rates are fixed be re- 
vised. Should this be done, the whole 
railroad outlook would be clarified, a 
source of endless litigation removed and 
the ten-year controversy on “valuation” 
between the carriers and the commis- 
sion settled. Despite the fact that the 
railroads of the country, as a whole, 
have never earned a fair return on their 
valuation—or even on the Govern- 
ment’s valuation for that matter—the 
“recapture” clause has always had a 
stifling effect upon their securities and 
credit. Both speculators and investors 
have been disinclined to invest in a busi- 
ness where the profit possibilities were 
so obviously limited with the result 
that the country’s transportation needs 
have been developed with difficulty. 
With enactment of the necessary legis- 
lation of which the proposal now ad- 
vanced would represent the greater 
part, however, there would dawn a 
long overdue era of prosperity for both 
the railroads and their security holders, 
to say nothing of the advantages ac- 
cruing to the public by the consequent 
improvement in service. 


567 


















| 











i | READERS FORGM 








Throwing New Light on the Theory 


of Price Movements 


Effect of Large Productivity on Commodity Prices— 
The “Quantity Theory” of Money in Simple Terms— 
Gold and Money No Cause for Depression 


By Wiuam E. De Bary 


HE man in the street is vexed and puzzled by the 
confused diagnosis of the business “doctors.” What 
is called the science of economics is a mystery to him 

for it grew up in a wilderness of intellectual contortions. 
Even the business man who is intelligently interested, can 
hardly find his way through. The diagnosis of an economic 
crisis is always difficult but " 


and contract debts, and that in bad times we spend less 
than our national income and pay off debts. 

The actual consumption is at all times hard to judge, and 
requires exceptional ability in reading the mind of the 
public. In the early part of 1929, however, misjudgment 
of the real demand and the momentum acquired during 

the rise carried production to a 








made easier by the recognition 
of the fact that there are two 
principal causes for the rise and 
fall of prices; one factor being 
the supply of gold and money 
spreading its influence over a 
fifteen-year period, the other 
the cycle of business taking 
about eight years to run its 
course. 

Let us take up the business 
cycle first. We might think of 
it as a dial divided into four 
parts, with a hand moving 
regularly from prosperity to de- 
cline, to depression, to recovery. 


The Reader’s Forum is open to all inter- 
esting discussions of current economic, 
financial and investment topics which give 
‘a background to contemporary develop- 
ments in the limelight of public interest. 
The author of this article is well equip- 
ped as a lecturer and economist to extend 
in simple terms some elementary enlighten- 
ment on such a complex problem as price 
movements and their causes. 


point about 25% above con- 
sumption. In order to restore 
things to a natural equilibrium, 
afterwards an under-production 
of 25% was required. This 
difference of 50% and the ac 
companying sharp fall of prices, 
it is suggested, is enough to ac 
count for the present period of 
business depression without 
looking for a cause of it in the 
supply of money. Incidentally 
we appear to have arrived at 
this point of a 25% under-pro- 
duction now, indicating that we 
are at or passing the bottom of 





It is a circuit that has lately — 





taken the form of two good 

years following a bad one, the good years of 1922 and 1923 
being followed by the decline in 1924, the good years of 
1925 and 1926, by the decline in 1927 and the good years 
of 1928 and 1929, ending in the climax of the 1930 depres- 
sion. 

Business is the “business” of producing for consumption. 
Consumption depends on population and its standard of 
living. During the last 100 years consumption has increased 
at the a annual rate of 3% per annum or doubled 
itself every thirty years because the population increased at 
the average annual rate of 1!2% and the standard of liv- 
ing increased 114%. 


Trouble Generated in Prosperity 


There is never any trouble when goods are being con- 
sumed as they are being produced. The trouble ewe 
when production outruns consumption as it is apt to do in 
a so-called period of prosperity and of rising prices. It is 
a curious thing that in good times we buy more than we 
can afford, that we spend more than our ‘national income 
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the depression. 

What information can we 
glean from an examination of the other’ factor in our dis- 
cussion—the rise and fall of prices, the supply of gold and 
money? The average man has not seen a gold coin for 
years and he wonders whether gold has anything to do 
with the present stagnation. The science of money is even 
more of a mystery to him than economics although when 
simplicity is substituted for a show of profundities, it might 
be found that the whole science of money could be written 
in its plain A B C’s and be thoroughly intelligible to the 
layman. 


Business a Series of Exchanges 


Let us begin with the simple proposition that: all business 
is a series of exchanges. Then follows logically that these 
exchanges are made for the consideration of value. And, 
price is the measure of this value in terms of money. This 
is the whole thing in a nutshell. All questions of economics 
can be squared with it and all problems are solved by it. 

As the statement in this condensed form covers a great 
deal of ground it should be worth while to go into some 
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detail. It is plain that no one can do business with 
himself. THe must do business with someone else. Im- 
mediately it is clear that business‘is a relationship. As this 
relationship is based on a consideration of value it becomes 
apparent that value arises out of a relationship, and that 
it is therefore nothing in itself. 

There is no such thing as intrinsic value. Worth is 
intrinsic, perhaps, but value is not. Worth is inherent 
regardless of outside conditions; value is what somebody 
is willing to pay. Value is market value and takes into 
consideration past, present and future exchanges not only 
locally but in all places. Value is speculative; worth is not. 
Value is a numerical relationship as was very clear in the 
days of barter when in the absence of a medium of ex- 
change, one ox was exchanged, say, for ten sheep. The 
value was numerical relationship of 10 to 1. 

We are no longer in the days of barter, however. Now 
we have money as the medium of exchange and price meas- 
ures value in terms of this medium of exchange. Here 
we become acquainted with money as a medium of ex- 
change, arising out of a relationship like value, and, like 
value, being nothing of itself. In other words, money is 
nothing more than a medium of exchange. The value of 
money is its exchange value for goods and services. Its 
value is what it will buy. But the world is placing a heavy 
premium on money, and at the present time this “money 
madness” is taking the form of leaving money idle in the 
banks. 


The Part That Gold Plays 


Money, our medium of exchange, is redeemable in gold. 
In theory any other metal or commodity would do but in 
practice nothing else has stood the test of the ages. From 
the viewpoint of universal acceptability, transportability, 
etc., gold is peculiarly fitted for transactions of big business 
and world commerce. As more and more nations want to 
share in world trade, more and more use the gold stand- 
ard until there are only China and Persia left on a 
silver basis. 

Money is what the law says it is. In the United States 
through the Gold Standard Act of March 14, 1900, it 
was enacted “that the dollar consisting of 25-8/10 grains 
of gold, nine-tenths fine, shall be the standard unit of value.” 
This is 23.22 grains of fine gold back of our dollar. As 
there are 113.0015 grains of fine gold in the gold sovereign, 
we have only to divide this number by the number of grains 
in the dollar to arrive at $4.86, the par of exchange for 
the pound sterling, and similarly with the moneys of other 
countries on the gold standard. 

Because of the free coinage that is necessary with any 
standard that is based on a metal anyone can go out and 


find a lump of gold, take it to the mint and have it coined - 


into money. So at any time the total amount of gold or 
of money, can be changed and the measure most in use, 
our unit of value, the dollar, is not fixed and cannot be, 


_ because the supply of gold continuously changes. 


How does this convertibility of gold for money affect 
prices? Price is the 
measure of value in 
terms of money. In 
this, as in anything 
else, the more money 
there is the cheaper it 
is, and the less it buys 
the more money it 
takes to buy the same 
things, and therefore 

e higher are the 
Prices. Conversely the 
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less money there is the less it takes to buy the same things 
and the lower are prices. 

This in plain words is the quantity theory as stated by 
John Stuart Mill: “That the value of money is inversely 
as to its quantity multiplied by what is called the rapidity 
of circulation.” The second half of the definition referring 
to what is now generally called velocity might be left out, 
for it is quantity only in another name. The merchant 
who turns $10,000 over 50 times a year has for all practical 
purposes 50 times as much money in quantity as the one 
who turns it over only once a year. The quantity theory 
of money has history to substantiate it. 

The flow of gold from one country to another is always 
in accordance with the flow of trade. It is essentially the 
medium of exchange among the larger trading nations of 
the world in settling international balances. 

The story of gold tells the history of the United States. 
For over a century and up until 1870 Europe shipped to us 
goods (as well as money). But about 1870 the situation 
reversed itself and we began to ship goods to them. When, 
as the result of the war, our position as a creditor nation 
was definitely established we shipped money as well, 
amounting to about 10 billion dollars within the four years 
from 1925 to 1929. 

If a thumb nail sketch is made of the rise of our present 
position it will be found to illustrate itself in four distinct 
fifteen-year upward curves or waves. From 1870 to 1885 
largely because of our shipments of agricultural products 
we had an excess of exports over imports, a favorable trade 
balance. As gold is the medium for the final settlement of 
all international balances, we received gold and our gold 
stock rose in exact correspondence. As our gold supply 
increased, so did prices rise, including stock market prices, 
which for the period show the same upward curve. 

The same thing happened from 1885 to 1900, and from 
1900 to 1905. As our export figures rose so did our gold 
supply, and so did our stock market prices. This brings us 
to the memorable year of 1915 which marked the beginning 
of our shipments of enormous amounts of ammunition and 
foodstuffs, payment for which carried our stock of gold 
from about $1,500,000,000 in 1915 to the peak of $4,700,- 
000,000 in 1927. There was considerable talk last year 
about a new era. But we were not in a new era. The 
rising stock market prices from 1925 to 1929 are sufh- 
ciently accounted for by the rise in our stock of gold. 


Gold Not the Cause of Depression 


After returning about half a billion dollars to France in 
the early part of 1929, offset in part by incoming shipments, 
our stock of gold in the summer of 1929, when the business 
reaction set in, was about four and a half billion dollars 
or near the peak of all time. 

Interest rates at no time were a deterrent to the rise in 
the stock market. When the panic came it proved to be a 
securities panic and not a money panic, for the mobility, 
elasticity and efficiency of our Reserve system passed the 
test with flying colors. The supply of money was ample. 

The reason for the 
depression of business 
were business reasons 
and the cause of the 
debacle of the inflated 
securities market was 
if anything too much 
money and not too 
little. And there are 
ample supplies of bank 
credit available for re- 
covery. 
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What Is the Proper Use 


of Diversification? 


This and Other Questions Are Put Forth 
by Readers Who Seek the Facilities of 


Readers’ 


Editor, Readers’ Forum: 

During the past few years I have read a 
great deal about the value of diversifica- 
tion in that it gives an added factor of 
“safety” to one’s investments. Yet, from 
my own experience and that of others, I do 
not quite “see” the practical advantages. Is 
4t not true that stocks move as a group? 
When the market moves upward, all stocks 
advance; when the market declines, the 
stocks that make up the market 
also decline. What difference does 


risks and prospects that are neither too 
large or tog small for his purposes. 
Granting a capable selection in this 
regard, the question of what will hap- 
pen in the future still remains an open 
question. 

Unlike a bond, the investment merit 
of a common stock is not based on a 


Forum for Personal Counsel 


bear market or in a major business 
depression. The necessity for constant 
vigilance over one’s investments in 
common stocks is not reduced one bit 
by diversification. When it is used for 
such a purpose it is misused. And 
many investors employ the principle 
of diversification over so large a group 
of issues that they cannot 
properly watch all of them. 








it make, under such circumstances, 
whether aninvestor owns one stock 
or ten similar stocks. When you 
come right down to it, would it 
not be better for an investor to 
own one good stock than ten 
mediocre issues? I am sure that 
a great many other readers would 
be interested in your comments 
relative to the above, or to at 
least get some practical counsel on 
the proper use of diversification in 
one’s investment program.—T. E. C. 


There is no doubt but that 
many sins have been committed 
in the name of diversification. 
And there is little doubt in the 
minds of those who have the 
privilege of wide contact and 
constant correspondence with a 
great many investors that far 
too much is expected from this 
particular investment practice. 
The question “would it not be 
better for an investor to own 
one good stock than ten mediocre 


USE THE READERS’ FORUM 


Letters which the Readers’ Forum Editor 
has received during the past month or so, 
furnish convincing evidence that readers 
are more interested in securing dependable 
financial information and counsel today 
than at any time in the past. Even with 
stock market activity at a low ebb, interest 
in financial matters is sustained. Investors 
have learned many lessons during . the 
extraordinary times through which we have 
just passed. Probably the most valuable is 
the knowledge that lasting investment suc- 
cess can only be attained by careful study, 
constant vigilance and thorough familiarity 
with security markets. 
can help you in such directions, use it freely. 


If this department 


In this instance again, it is 
misused. A good investment 
rule might be to never buy more 
issues than one is prepared to 
handle properly—diversification 
notwithstanding. 


“Buyers on Balance” 


Editor, Readers’ Forum: 

As a newcomer to the game I 
would appreciate it very much if 
you could inform me as to the 
meaning of the terms. “buyers on 
balance and sellers on balance.” I 
have looked through several books 
but have failed to find the desired 
information. 

Thanking you in anticipation that 
you will be able to enlighten me, 
I am, yours truly, N. S. 


The expression “buyers on 
balance” is frequently used to 
mean that the party in ques 
tion is engaged in a more or 








issues?” is, however, hardly a 
fair question. Diversification, 
when property used, should not be 
intended as a substitute for funda- 
mental investment merit. The proper 
purpose in employing diversity is not 
to make a good investment out of ten 
bad ones, but rather to make one’s in- 
vestment capital less susceptible to the 
inherent risks in any common stock in- 
vestment. 

Common stockholders are partners 
in the business; they thus share in 
both the profits and the losses of the 
business from year to year. When an 
investor assumes such a partnership he 
should select a corporation which at 
the time of his investment represents 
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comparatively few clearly estimable 
factors. Having no guarantee of a 
fixed income nor of a repayment of 
the principal, the common stockholder 
depends largely on future conditions 
for his investment satisfaction. When 
he spreads his investment funds over 
ten issues of merit, the chance that he 
will meet adverse conditions in the 
future is reduced to exactly one-tenth 
of what it would be if all his capital 
was put in any one of the ten stocks 
of the group. 

Such diversification, of course, will 
not protect the investor against de- 
preciated values for his stocks in a 


less continuous trading opera: 
tion but, at the moment, is 
buying more than he is selling. The 
expression “sellers on balance’ means 
just the opposite. For example, a 
large trader or a pool manager might 
be placing both buying and selling 
orders for the stock in which he 
is interested throughout the day, in 
order to make a market for the issue. 
When at the end of the day (or any 
other period), he has bought more of 
the stock than he has sold, he is said 
to have “bought on balance” and those 
who are following his operations would 
say that he had been a “buyer on 
balance” for the period of the opera: 
tion. 
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What Are “Slow Assets?” 


Editor, Readers’ Forum: 

] am unfortunately involved in a bank 
suspension in this locality, being both a 
depositor and a holder of a few shares of 
stock which I inherited from my father. 
Ina report which has just been made, there 
are many assets of the bank marked as 
“low assets.” No one seems to be able 
to give me @ satisfactory definition of what 
this term means. And aside from the tech- 
nical meaning of the term, are these assets 
good or are they not? I am appealing to 
you for this help, as no one seems to be 
ale to give me satisfactory information 
here—H. R. F. 

The Investor's Dictionary, published 

THE MAGAZINE OF WALL STREET 
gives the following definition of the 
tem “slow asset”: “Property which 
cannot be immediately converted into 
money, except at some sacrifice in 
value. Property having a reduced 
present value, but whose value is likely 
to increase as. time passes.” 

Applied to the assets of a bank in 
receivership, the term would cover 
loans to customers of the bank which 
can not be repaid immediately but on 
which the bank examiner expects to 
be able to collect in time. It might 
also cover investments which the banks 
had made in bonds or other securities 
at prices higher than their present mar- 
ket value but on which a better real- 
izable value is anticipated in the future. 
Slow assets may be fundamentally 
sound assets if there is plenty of time 
for their liquidation, but would impair 
the ability of an operating bank to 
meet withdrawals of depositors. 





Investing In An Annuity 


Editor, Readers’ Forum: 

I would like to have your opinion re- 
garding my insurance. Z 

I am 24 years of age with my mother 
(54 years old) depending upon me. Due 
to certain circumstances I probably will 
have to stay single. My mother ts living 
in Germany, where she could live quite 
comfortably on an income of about $750 to 
$1,000. As I am a systematic saver I 
would not consider insurance as a vehicle 
of saving. 

A representative of the Insurance 
Co. told me of their so-called survivor's 
annuity, which would cost me $14.86 an- 
mally for each $100 yearly payment to my 
mother. This is subject to a dividend of 
about 40%. Is the agent’s statement as to 
o dividend correct? It seems rather high 
0 me. 

I would appreciate your opinion of this 
form of insurance, especially whether it és 
suitable for me. Also whether you, con- 
sider this an attractive rate. 

Sincerely yours, 
H. M. 

Replying to your letter we would 
sy that in your circumstances we 
would consider that the survivorship 
annuity you think of taking out for the 

t of your mother in event of 
your predeceasing her is good coverage 
at an attractively low cost. 
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The company you mention as offer- 
ing this contract to you is a fine “Old 
Line” institution, with a reputation for 
fair and equitable dealing with its 
policyholders. 

We think you are under a mis- 
apprehension as to the 40% dividend 
on the above contract which seems 
high. Dividends are merely estimated 
for the future, and not guaranteed. We 
would suggest that you ask the agent 
for more definite information as to the 
amount of this estimated dividend and 
if it is assumed to be paid in such per- 
centage throughout the life of the in- 
sured who is carrying the policy. 





Stocks Loaning “Flat” 


Editor, Readers’ Forum: 


I notice that the majority of stocks have 
been loaning “flat” for some time, in fact 
none are reported as loaning with interest 
and a few are at a premium, My common 
sense tells me that when stocks can only 
be borrowed at a premium, they must be 
hard to borrow. But what does it mean 
when the majority of stocks loan “flat?” I 
have asked a number of people about this 
but cannot get a satisfactory explanation. 
I am interested in this information, par- 
ticulary because financial writers have been 
saying so much about the influence of short 
selling on the market. 

Gratefully yours, 
T: BR. 


When a broker borrows stock (in 
order to make delivery for a customer 
who has sold the stock short) it is cus- 
tomary for the borrowing broker to pay 
the approximate value of the stock, 
which he has borrowed. In effect, he 
turns over the proceeds of the sale and 
receives the stock, with the understand- 
ing that when the stock is returned the 
cash is also returned. The lender, 
therefore, has the use of the money 
and the broker has the stock. Ordi- 
narily, the lender will pay interest on 
the money received, usually the call 
rate or slightly less than the call rate. 
With call money ruling at 1! per cent 
it is just about normal, therefore, for 
the majority of stocks to be loaning 
without interest and are therefore said 
to be loaning “flat.” The fact that 
stocks lend at a premium, which inci- 
dentally is a daily charge paid by the 
borrower, indicates that there is a de- 
mand for stocks, to be loaned in excess 
of the amount available with the extra 
charge. At around the end of the year, 
it was not unusual for ten or more of 
the standard active stocks to be loan- 
ing at a premium—normally stocks do 
not command a premium. 
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The 


Investor’s | 
Dictionary 


E particularly direct your 
attention to this practical 
and valuable book which you 
should have on hand for con- 


stant reference. It may easily 
help you make or save hun- 
dreds of dollars in the purchase 
and sale of securities. 


487 words and expressions are 
clearly defined. Includes every 
word or phrase used in security 
transactions. The art of distin- 
guishing exactly between securi- 
ties and concerning market 
operations, requires a clear idea 
of every item dealt with. This 
book sweeps away the vague 
notions which so often cause 
mis-steps. It clears up many 
points which have been feared 
because they were not under- 
stood, and meets the needs of 
every investor. 


Fully illustrated with graphs, 
charts and reproductions of all 
the ordinary documents used in 
buying and selling stocks and 
bonds, 


Richly bound in imitation 
Morocco, dark blue flexible 
fabrikoid, lettered in ira- 
pressed gold. 


$3.25 Postpaid 


THE MAGAZINE OF WALL STREET 
has published and offers for sale 
eleven selected volumes that com- 
- pletely cover every phase of modern 
security nage and investing and 
contain the foremost tried and 
proven methods and important fun- 
damental principles which you can 
apply to your individual needs. Send 
for descriptive circular. 


pniaiieaphinsaiay Mail Today-————— 
Feb. 21 

The Magazine of Wall Street 

42 Broadway, New York, N. Y. 











Please send me a copy of The Investor's 
Dictionary. 


(1 $3.25 Enclosed OC.0.D. $3.25 
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Industry Records Few Gains Although 
Demand Improves Slightly 





STEEL 











Needs Higher Prices 


got production during the last 
two weeks has been somewhat 
disappointing and unless great improve- 
ment is registered before the end of 
March, the time when the peak of 
Spring activity is usually felt, hopes 
for an immediate business revival will 
have to be postponed. Reports that 
steel producers were contemplating the 
raising of prices are now said to be un- 
founded. In fact, there is evidence of 
ice shading for all classes of steel. 
eet melting scrap in some markets 
is even slightly below the low record 
of last year, which is not an encourag- 
ing development in view of its impor- 
tance as a barometer for the entire in- 
dustry. The present tendency toward 
softening prices, however, would be 
(Please turn to page 585) 


T's small gain of 3% in steel in- 








COMMODITIES* 


(Bee footnote for Grades and 
Units of Measure) 
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(1) Billets, rerolling, $ per ton; (2) 
Basio Valley, $ per ton; (3) Electrolytic, 
c. per Ib.; (4) Mid-Continent, 36°, $ per 
webs -@) to oe om mine onl $ 
; ww York, o. per po 3 
1) No. 2 red, New York, $ per bushel; 
(8) No. 2 Yellow, New York, $ per bushel; 
220-240 lb. wts.; (10) Top, Heavies, 
100 Ib.; (11) Rio No. 7, spot, 

Latex Crepe, 











THE TREND IN MAJOR INDUSTRIES 


STEEL—Steel ingot production continues to make barely seasonal head- 
way and the industry is currently operating at about 50% of 
theoretical capacity, a gain of 2% over the rate of a week ago. 
This would not be particularly disconcerting if it were not for the 
fact that prices generally have shown a distinct tendency to soften 
instead of becoming firmer as had been expected. 


AUTOMOBILES—January production of automobiles and trucks in 
the United States and Canada totaled slightly under 184,000 units, 
which compares with a production of about 163,000 for December 
and 287,000 for January, 1930. Chevrolet production set a new 
high record for any January in the company’s history and clearly © 
indicates the favorable reception given to the new model, which 
was brought out last November. 


COPPER—Reflecting the foreign demand for copper, prices have firmed 
and the metal is currently quoted at 10.30 cents per pound for export. 
Stocks of refined copper in North and South America declined more 
than 3,300 short tons during the month of January and now total 
364,000 short tons according to the American Bureau of Metal 
Statistics. Stocks were at their low point in October, 1928, when 
they amounted to less than 46,000 tons. 


LUMBER—Evidence has recently been obtained showing that convict 
labor is being used by Russia for the production of lumber and pulp 
wood. This has resulted in a general order to collectors of customs 
that, in accordance with the law, the importation of these com- 
modities into the United States is prohibited. 


RAILROADS—The report submitted to the Senate Interstate Com- 
merce Commission Committee by William C. Green, special counsel, 
has been made public. It finds many weaknesses in the existing rail- 
road consolidation legislation and stresses the improbability of such 
legislation attaining its principal object which was to strengthen the 
weaker carriers. 


SILVER—Although silver is currently quoted slightly above its low 
record levels, there is no doubt as to its waning usefulness for 
monetary purposes. Consequently, producers are making efforts to 
extend the commercial demand and the recently perfected process 
for the production of a non-tarnish silver is considered an important 
step in the right direction. 


PETROLEUM—Increases in both crude oil production and gasoline in- 
ventories took place during the week ending February 7, according 
to the American Petroleum Institute. Daily average crude oil pro- 
duction was higher by 30,550 barrels than in the previous week, 
— inventories increased 840,000 barrels over the same 
period. 

COTTON—Legislation is being proposed to curtail trading in “futures” 
on the various cotton exchanges of the country and, although the 
object of such legislation would be to restrict the operations of the 
out-and-out speculator, this will be difficult to attain if legitimate 
“hedging” operations are not to suffer as well. 
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Answers to Inquiries 








1. Be brief. 








Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with your sub- 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


2. Confine your requests to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 
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BEST & CO. 

My broker tells me that based on its 
earnings record for the past four years— 
increasing from $2.88 a share in 1926 to 
approximately $4.10 in 1930, considering 
changes in the capital structure—Best & 
Co. common has an investment worth of 
$66 a share, which should be reached in 
the next bull market. What is your judg- 
ment? I have 300 shares at 52—E. S. J., 
Easton, Pa. 


Although Best & Co. probably is 
best known for its large New York 
City store, a number of resort’ and 
surburban units are successfully oper- 
ated and it is likely that there will be 
further expansion along these lines. 
The principal store is located on Fifth 
Avenue, New York City, in the heart 
of the shopping district, but branches 
in Florida, Southampton and Garden 
City, Long Island, and Asbury Park 
and East Orange, N. J., offer facilities 
for out-of-town customers to see and 
purchase any article sold in the prin- 
cipal store. The Palm Beach unit is 
the largest of its kind at that resort. 
Earnings have displayed a steady up- 
ward trend since 1923, the report for 
the fiscal year ended January 31, 1930, 
showing net earnings equivalent to 
$4.20 per share as against $3.26 in the 
previous year. The net income 
for the first six months of the year 
ended January 31, 1931, equalled $1.99 
a share as compared with $1.73 in the 
corresponding Lr of the previous 
year. In the full fiscal year 1930-31, 
per share earnings were $4.15, a satis- 
factory showing, since expansion was 
financed out of earnings and general 
business was in an unsettled condition 
during the year. We look upon the 
stock as a suitable issue for holding 


over the longer term, since the divi- 
dend is well covered by earnings, and 
the outlook for Best & Co. is promis- 
ing. 


CORN soe S REFINING 
Co. 


Selling at more than fifteen times esti- 
mated earnings for 1930 is Corn Products 
common still too high around 81? Al- 
though I would lose $1200 on 100 shares 
by selling now, I am willing to do so if 
you think I can buy at lower levels. I 
would appreciate your opinion and recom- 
mendation in this mattér—P, P. C., Colo- 
rado Springs, Colo. 


The Corn Products Refining Co., 
one of the stronger units in the food in- 
dustry, enjoys such a diversified busi- 
ness that operations are not as severely 
affected during times of business de- 
pression as are the one-product com- 
panies. The food industry itself pos- 
sesses a great degree of stability, and 
the Corn Products Refining Co. has 
further strengthened its position by 
producing a number of varied prod- 
ucts, among which are glucose, starch, 
corn oil, syrup, dairy feeds, and sugar 
derived from corn. The products are 
distributed both in bulk and package 
form. The prospects of the enterprise 
recently were improved by the Gov- 
ernment abolition of the ruling which 
prohibited the use of corn sugar in food 
products, unless so labeled. While 
corn sugar has always measured up to 
high standards from the food value 
angle, the Government ruling tended to 
retard sales. Increased production of 
corn sugar is planned, and the results 
should augment earnings over the 
longer term. Profits in the first nine 


months of 1930 were equivalent to 
$3.50 a share, compared with $3.81 in 
the similar period of 1929. Full year 
earnings are believed to have covered 
the regular dividend by a good margin 
and financial position of the company 
is excellent. While the shares are not 
undervalued at current levels, we be 
lieve they are suitable for continued re- 
tention, provided you are willing to 
hold during intermediate market turns. 


BANGOR & AROOSTOOK RAIL- 
ROAD CO. 


Now that the preliminary report of Ban- 
gor & Aroostook Railroad Co. for the 


. year ended December 31, 1930, has been 


issued would you advise closing out 100 
shares on which I have a small profit? 
Offhand, however, it seems to me that this 
stock és undervalued in selling at about 
seven times its 1930 earnings.—N. D. P., 
Bayonne, N. J. 


The Bangor & Aroostook Railroad, 
operating in a district which has under- 
gone industrial development of late, is 
one of the few railroads which were able 
to make a better showing last year than 
in 1929. Net income after charges in 
1930 totaled $1,557,762, the highest in 
the history of the road, and was equiva- 
lent, after preferred dividends, to $9.27 
per share on the common stock, as 
against per share results of $8.14 in 
1929. The best previous record was in 
1923, when $9.10 a share was earned 
on a smaller number of shares. While 
the Bangor & Aroostook has long been 
recognized as a —. of the Maine 
potato crop, manufacturing activities 
along its line have increased. This 
should ‘tend to have a stabilizing effect 
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on operations and increase earnings 
over the longer term. Dividends on the 
common stock are maintained at the 
annual rate of $3.50 a share. Pay- 
ments have been made without inter- 
ruption since 1904, and since the pres- 
ent rate is earned by a wide margin, an 
increase in the annual disbursement 
would appear to be justified. While 
trafic is reported to have declined 
somewhat in the first month of the cur- 
rent year from January of 1930, the 
decrease is believed to have been less 
than that felt by other roads, and the 
year 1931, as a whole, is expected to 
bring highly satisfactory results. We 
accord the issue a sound rating and be- 
lieve that it is an attractive rail stock 
for holding over the longer term. 
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GENERAL AMERICAN TANK 
CAR CORP. 


How do you rate General American 
Tank car common? What és 7 advice 
concerning 100 shares for which I paid 90? 
Is there a possibility of recovery to my 
purchase price due to increased 1930 earn- 
ings when bearish propaganda regarding 
transportation of gasoline through pipe 
lines has subsided?—E. G. F., Moline, It. 








Operations of General American 
Tank Car Corp. may be segregated 
into two principal divisions; namely— 
the manufacture of tank and general 
types of freight cars and the leasing 
of such equipment. The importance of 
the company in the production end 
may best be illustrated by the fact that 
approximately one-half of the coun- 
try’s total tank car output is manufac- 
tured in the company’s shops. How- 
ever, from the standpoint of income 
producing, rental of tank and other 
cars is the most important department. 
As a matter of fact, the constant 
growth in earnings in recent years may 
be attributed to this factor. The man- 

‘agement has been ever alert to adverse 
elements, with the result that it fully 
recognizes the possible losses in reve- 
nues through the increased use of pipe 
lines for the transportation of petro- 
leum products. With this end in view, 
the company has introduced a tank car 
having double the present capacity. 
Other developments include a glass 
lined tank car for the transportation 
of milk, and ial car equipment 
for chemicals and helium gas, in 
addition to increasing its refrigerator 
car output. According to a recent 
bulletin of the company, already 48% 
of its cars is for the trans 
Portation of food products. Diversifi- 
cation of the company’s operations is 
largely responsible for the earnings im- 
Provement registered last year. Despite 
generally depressed conditions existin 

g the year, net income amoun 
to $6,518,181, equal to $8.03 a com- 
mon share, compared with $5,770,741, 
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or $7.56 a share for the calendar year 
of 1929. Future earnings should be 
augmented by the expansion of Euro- 
pean business. Financial condition is 
sound; and we see no reason for dis- 
turbing present long position in the 
common shares, although the issue is 
likely to remain retarded during the 
immediate future, in sympathy with 
general market conditions. 





WORTHINGTON PUMP & 
MACHINERY CORP. 

Last June I bought 100 shares of Worth- 
ington Pump common at 150, believing 
that earnings for 1930 would exceed $25 
a share. Now that the actual net income 
is estimated at approximately $7 a@ share, 
shall I take my loss or continue to hold as 
a speculative investment? Is the common 
likely to go on a dividend basis soon?— 
D. D. L., Flint, Mich, 


The Worthington Pump & Ma- 
chinery Corp., manufacturer of heavy 
type machines, gas and oil engines, 
pumps, drills, etc., is reported to have 
operated at a satisfactory rate last year, 
despite the unsettled business condi- 
tions which adversely affected practical- 
ly all lines of industry. The net in- 
come in 1929, the best year since 1920, 
totaled $2,529,356, or $11.96 per com- 
mon share, as compared with $974,000 
which left nothing available for the 
common in 1928. It has been esti- 
mated that 1930 earnings will be 
equivalent to about $7 a share. The 
satisfactory showing last year was due 
partly to operating economies and effi- 
cient management. New management 
entered the company in 1926, and a 
higher earnings trend has been noted 
since that time. The inventory posi- 
tion showed improvement last year and 
orders on hand at the beginning of the 
current year are reported to have been 
9% ahead of those on the books on 
January 1, 1930. Dividend accumula- 
tions on the preferred issues are ex- 
pected to be cleared up in April of the 
current year, and the financial position 
is reported to be satisfactory. Worth- 
ington Pump common possesses merit 
as a speculative vehicle, but the shares 
are subject'to wide market movements 
from time to time, due to the small 
number of shares outstanding. Divi- 
dends on the common stock do not ap- 
pear to be an early prospect, although 
the possibility of payments on the 
junior shares will be greater after the 
preferred accumulations are cleared up. 
We suggest that you hold the common 
stock as a longer term speculation. 





J. I. CASE CO. 


In August of last year I paid 195 for 
100 shares of J. I. Case common and now 
have a loss of more than $10,000. Shall I 
continue to hold my position in view of the 
doubtful agricultural outlookf Is the $6 








annual dividend secure?—H. D. O., Con 
ton, Ohio, 

The J. I. Case Co., manufacturer 
and distributor of farm machinery 
products, has so diversified its output 
that it no longer is wholly dependent 
upon the varying crop situation. Its 
products include industrial and farm 
tractors, harrows, plows, harvesters, 
steam rollers and farming implements. 
The acquisition of Emerson-Branting- 
ham in 1928 gave J. I. Case Co. the 
facilities for producing a full line of 
farm equipment machinery. This was 
a very important step in the progress 
of the company, since it formeriy con- 
centrated upon the production of the 
heavy type farm equipment, particu- 
larly tractors and harvester machinery. 
Through carrying a full line, the busi- 
ness risks are spread over the vari- 
ous crops, thus adding security to 
its operations. Earnings in 1929, 
based on the number of shares out- 
standing at the close of the year, 
were equivalent to $15.04 per share, 
as compared with $26.94 a share 
in the previous year on a smaller capi- 
talization. The 1929 earnings were 
equivalent to $20.42 a share on the 
year’s average capitalization. Profits 
declined after the initial quarter of 
1930, and although no interim reports 
are available, it is likely that results for 
the full year will make a poor compari- 
son with 1929 earnings. The dividend 
appears to be reasonably safe, although 
its maintenance depends upon general 
business improvement. Your shares 
might be held over the longer term as 
opposed to a sacrifice sale provided you 
are willing to assume a business man’s 


NATIONAL CASH REGISTER CoO. : 


Will you please let me have your analy- 
sis of the nearby outlook for National 
Cash Register A? Is the $3 dividend safe? 
Shall I continue to hold 500 shares for 
which I paid 46 last September?—A. F. S., 
Cumberland, Md. 

National Cash Register Co. ranks as 
the world’s largest manufacturer of 
cash registers, and is an important pro- 
ducer of accounting and specialty busi- 
ness machines, as well as credit files. 
The company’s products are distributed 
through sales agencies located in the 
principal cities of the United States, 
and through subsidiaries or branch 
offices in foreign countries. Export 
business has steadily expanded, and 
now accounts for the greater part of its 
sales volume. Sales and earnings have 
increased each year since 1926 to and 
including 1929; record levels being re- 
ported in the latter year. World-wide 
depression, however, caused a sharp de- 
cline in earnings last year, net income 
for the nine months ended September 
30, 1930, amounting to only $1.84 a 
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class A share, compared with $4.05 a 
share for the corresponding period of 
the previous year. Although economies 
were effected during the earlier months 
of last year, the management further re- 
ee eae Oe ae ee 
ter, with the result that full 1930 profits 
were estimated to be slightly in excess 
of $3 dividend rate on the class A 
shares. Prospects for the current year 
are dependent largely on recovery of 
general business conditions, and for 
this reason, earnings improvement must 
necessarily be of a gradual nature. 
Financial condition at the close of last 
year is said to have been better than 
that at the end of 1929, current assets 
being estimated at six times current lia- 
bilities. The high yield basis on which 
the class A shares are currently quoted, 
together with the narrow margin of 
earnings, suggests the existence of 
doubt as to the safety of the present $3 
dividend, and much will depend on the 
trend of profits in next few months. 
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ALLIED CHEMICAL & DYE 
CORP. 
- Do you regard Allied Chemical & Dye 
common as a purchase around 160? What 
is the reason for the recent weakness in 
this issue compared with the action of the 
general list? Is it likely to sell off with 
other blue chips as a final stage of the cur- 
oo a market?—W. S. K., Mt. Vernon, 


Allied Chemical & Dye Corp. is the 
outcome of a consolidation of five well 
known companies, which took place in 
1920, and with more recent acquisi- 
tions, now ranks as one of the world’s 
largest chemical companies. Its opera- 
tions cover practically every phase of 
the industry, including the manufac- 
ture of heavy chemicals, commercial 
acids, roofing and road building ma- 
terials, dyes, coal-tar products, and 
nitrates. It is also an important pro- 
ducer of coke and its by-products, as 
well as manufacturing coke ovens and 
gas plants. In connection with the pro- 
duction of nitrate, the company is now 
erecting a new plant (first unit already 
completed) in Hopewell, Va., to cost 
$125,000,000. It is interesting to note 
that no new financing will be necessary 
to complete the expansion program, all 
expenses being met out of current earn- 
ings and reserves built up over a period 
of years. With the exception of 1924, 
increases in earnings were registered in 
each year since the company’s incep- 
tion to and including 1929, during 
which year profits established record 
levels. Net income amounted to 
$12.60 a common share, compared with 
$11.12 a share for 1928. No interim 
reports are published; but it is believed 
that last year’s earnings will compare 
favorably with those of the previous 
year, despite generally depressed condi- 
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tions existing during the year. Al- 
though substantial earnings improve- 
ment is not anticipated during the early 
future, particularly in the light of 
lower 1931 contract prices recently in 
effect, longer term prospects are more 
favorable. The company has always 
maintained a strong financial condition, 
and we regard its shares as semi-invest’ 
ment in character. The issue is not: par’ 
ticularly undervalued at current prices, 
and we see no reason to hasten pur- 
chases, unless you are willing to disre- 
gard intermediate fluctuations. 
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NEW YORK CENTRAL RAIL- 
ROAD CO. 

I hold 50 shares of New York Central 
common bought about a year ago at 185. 
Would you advise averaging on a reces- 
sion to the. 110-115 level? Is the $8 divi- 
dend safe, even though estimated earnings 
for last year amount to only $7 a share?— 
G. G. T., Springfield, Mo. ; 


New York Central R. R. enjoys a 
unique position, from the standpoint of 
trafic diversification, since the territory 
served embraces eight states in which 
are produced two’thirds of all manu- 
factures, one-half of the mine products 
and one-quarter of the agricultural 
commodities of the United States. It 
is also interesting to note that in this 
area is located approximately 50% of 
the country’s population. An impor- 
tant element in the road’s earning 
power is the fact that the greater part 
of its loadings, consists of manufac- 
tured goods, inasmuch as this type of 
trafic is more profitable. Obviously, 
the industrial depression prevailing dur- 
ing 1930 found reflection in the opera- 
tions of the company; with the result 
that earnings for last year registered a 
sharp decline from those of the previ- 
ous year. Net income for the twelve 
months ended December 31, 1930, was 
officially estimated at about $7.20 per 
share of common stock, as compared 
with actual per share results of $16.88 
for the calendar year 1929. Despite 
the fact that the regular dividend was 
not earned last year, there is an even 
chance that no revision of the $8 
rate will be necessary, because of the 
strong financial position and more 
favorable outlook for 1931. We regard 
the shares as an investment issue, and 
see no reason for disturbing commit- 
ments made at higher levels. Addi- 
tional commitment, during recessionary 
periods, would seem worthy of con- 
sideration, for purpose of averaging. 





CONSOLIDATED GAS CO. 
OF N. Y. 


Would you ‘approve buying 200 shares 
of Consolidated Gas of New York com- 
mon at this time to hold over a period of 
about a year for investment and price ap- 


preciation? Do. you believe any substan. 

tial increase in market value ts likely to be 

retarded by the present oo agitation 

against public utilities?—M. M. K., Siour 
alls, S. D. 


- Consolidated Gas Co. of New York 
occupies the unique position of being 
the largest producer of electricity and 
gas in the world. Territory served by 
the company embraces the City of 
Greater New York, and practically the 
entire county of Westchester, a rapidly 
growing suburban area to the north 
of the city. Its subsidiaries furnish 
gas and electricity to the boroughs 
of Manhattan and Bronx, all elec 
tricity in Brooklyn, and all elec 
tricity and part of the gas service in 
Queens. Electric output has shown 
steady gains over a long period of 
years, while gas sales have retarded 
slightly in the recent past. The com: 
pany is endeavoring to overcome this 
tendency, through a special low rate 
for house heating purposes, thus stimu- 
lating greater demand. Up to the pres- 
ent, however, the management and the 
Public Service Commission have failed 
to obtain an agreement as to the ex- 
tent the rate should be lowered. Earn- 
ings in past years have increased 
steadily, net for the calendar year of 
1929 (latest statement available), 
amounting to $65,005,408, or $4.75 a 
common share compared with $59, 
592,552, or $4.52 per share for 1928. 
Although no interim reports are pub- 
lished by the company, it is believed 
that, despite generally depressed con- 
ditions, operations last year will com- 
pare favorably with 1929. Prospects 
over the longer term are favorable to 
continued earnings expansion; but in 
view of current market unsettlement, 
we do not advocate bidding up for the 
shares and suggest that fresh purchases 
be made only during reactionary 
sessions. . 








Important Corporation 
Meetings 
Date of 


Company Specification Meeting 
Amer, Bank Note Oo....Pfd. & Com. Div’d 2-26 
American Can Co........... Pid. Dividend 2-24 
Borg-Warner Corp. ....Pfd. & Com. Div’d 2-26 
Brooklyn Union Gas Co...... Com. Dividend 2-26 
Coca-Cola Co. .,...-...++0> Com, Dividend 2-23 
Elec. Pr, & Light Corp.$7 & $6 Pfd. Div’d 2-25 
Federal Motor Truck Co...Com, Dividend 2-24 
Gen’l Am, Tank Car Corp..Com. Dividend 2-26 
General Elec. Co..... Special & Com. Div'd 2-27 
General Ry. Signal..... Pfd, & Com. Div’d = 


Gold Dust Corp............. Pfd. Dividend 

Inter’l Cement Corp........ Com, Dividend 2-25 
Kelsey-Hayes Wheel Corp...Com. Dividend 2-25 
Mathieson Alkali Works.Pfd. & Com. Div’d 2-25 


N. Y¥., MN. H. & Hartford R. B. Co. 
Pfd, & Com. Dividends 2-24 
Otis Steel Co....... Pr. Pfd. & Com. Div’s 287 
Southern Calif. Edison Co. 
Com, & Orig. Pfd. Div’s 2-27 
Toledo Edison Co.......... 1% & 6% Pid. 
wets aig 5 a 5 bpaars>s Pfd. Div’'d 2-26 
‘es: use Elec. e. 
aiitia Pfd, & Com. Div'd 28 
Wh Steel Corp. 
CL A & B Pfd. Div'ds 29% 
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Profiting in the 


Current more 


W HEN the market abruptly left its narrow trading 


range and surged upward, subscribers to THE 
INVESTMENT AND BUSINESS FoRECAST of The Magazine 
of Wall Street were definitely advised by telegram to 
purchase six stocks. Available at attractive levels these 
commitments already show a very satisfactory net oe 


This is another illustration of the success with which our 
market and security specialists guide our subscribers in 
profiting through the intermediate swings of the market. 


Your 1931 Financial Success May 
Depend on What You Do NOW ° 


Take advantage of the current market phase to put your 
security holdings in order and lay a foundation that 
should bring you substantial profits during 1931. You 
can do so through the counsel of the Forecast. 


Immediately on receipt of your subscription, our Per- 
sonal Service Department will analyze your present 
securities and advise you what to hold and what to close 
out. They will take into consideration the nearby pro- 
spects of each issue—its technical position as well as its 
fundamental merit. You can then gradually divert your 
funds into recommendations in our regular departments 
which are under our continuous supervision. 


We are just at the start of a money-making era which 
offers you an opportunity, under proper guidance, to 
build up a steadily growing equity and income with a 
minimum amount of money and risk. We urge, there- 
fore, that you subscribe to the Forecast at once. 





This Complete Service for Six Months Only $75 - 


a —: MAIL THIS COUPON TODAY 
THE INVESTMENT AND BUSINESS FORECAST 


The Investment and 











HE INVESTMENT AND BUSINESS. 

Forecast is designed to guide 
you in steadily increasing your capi- 
tal and income through definite 
recommendations of what and when 
to buy and when to sell. It provides. 
a complete and well-rounded service 
that may be readily adapted to your 
individual wishes and requirements. 


! (a) Investments mainly for i income 
' but with possibilities for price 

enhancement due to investor de- 
k mand are recommended in our 
Bond and Preferred Stock De- 
partment. 


| (b) Investments for income and 
profit. Sound dividend-paying 
common stocks entitled to an in- 
vestment rating with good possi- 
bilities for higher prices are 
recommended in our Bargain 
. Indicator Department. 
(c) Speculative investments that 
offer outstanding possibilities for 
profit over the longer term are 
recommended in our Unusual 
Opportunities in Securities De- 
partment. 

(d) Trading Advices through the 
profitable intermediate swings 
are contained in our Trading 
Department. (This department 
is for the purpose of securing 
profits which can be applied to 
the purchase of investment and 
income producing securities. ) 


You can use one or all of the depart- 
ments and telegraphic service is 
available on either one or all of the 
last three. All telegrams are con- 
firmed by mail and continuing tables 
showing the status of all recom- 
mendations are contained in every 
weekly edition. 


of The Magazine of Wall Street, 42 Broddway, New York, N. Y. 


Business Forecast + cass ab’ sasteay iu 


Cable Address: TICKERPUB 
six ane test subscfiption to The Investment and Business Fore- 


cast. I understand that 4 am etititled to the — service outlined above. ($150 will cover 


a 13 months’ subscription.) 
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oO be me collect the current recommendations of your Bargain Indicator Department de- 
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FORECASTS 
of the 
STOCK & BOND 
MARKETS for 1931 
We have again prepared a 
digest of forecasts by well- 
known authorities of the 
course of stock and bond prices 


and general business condi- 
tions for the coming year. 


A copy upon request 


Newburger 
Loeb & Co. 


1423 Wainut St. 40 Wall St. 
Philadelphia New York 
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| mc. Bouvier & Co. 
M. C. Bouvier 
Member of N. Y. Stock Exchange 
since 1869 
R. A. Coykendall J. G. Bishop 
Member 
New York Curb (Asso.) 








20 Broad Street 
| New York City 
Our Booklet 

“Stock Exchange Service 
for the Small Investor” 
1| sent upon request 

Odd lots will receive the same careful 

attention as 100 share lots 
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G.L. ONRSTROM & Co. 
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36 Wall Street, New York City 
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To Presidents:— 
Create Investor Confidence 
by Advertising the 
Fact that 
You Pay Dividends 
’ Regularly! 


a 


578 





1929 1930 
a High Low High Low 
Led ccebhacascssbesetes 2985 195% 242% 168 
DO PLA, .ccccccccersecceceees 104% 99 108% 100 
Atlantic Ooast Line ........---- 209% 161 175% 95% 
B 
Baltimore & Ohio .....------++- 145% 105 122% 55% 
Bangor & Aroostook ........-++- 90% 55 84% 50% 
Brooklyn-Manhattan Transit 81% 40 18% 55% 
Do Pfd. ...... Sdeccercccecece 92% 16% 98% 
0 
“Spt Perr roe 265% 185 52% 85% 
& Ohio ........---+> 279% 160 61% 32% 
C. M. & St. Paul & Pacific...... 44% 16 26% 4% 
Do PLA. .cccccdccccccccsseces 68% 28% 46% 1% 
Chicago & Northwestern ........ 108% 76 89% 28% 
Chicago, Rock Is. & Pacific...... 148% 101 125% 45% 
D 
Delaware & Hudson .......----- 226 141% 181 130% 
ware, Lack & Western...... 169% 120% 158 69% 
E : 
Erle BR. BR. ....-cccccscccccrcere 93% 41% 63% 22% 
Do Ist Pld. ...ccccseeeeeees 66% Wy 67% 27 
@ 
Great Northern Pfd. .....-.----- 128% 85% 102 61 
=z 
Hudson & Manhattan .........-- 68% 34% 63% 84% 
I 
Tilinois Central .......-.+.++-+> 158% 116 136% 65% 
Interborough Rapid Transit 58% 15 89% 20% 
E 
Kansas City Southern ........--- 108% 60 85% 34 
BED We. caokses ives rccccenes 10% 638 70 63 
L 
Lehigh Walley .......-+-+---++> 102% 65 84% 40 
Louisville & Nashville..........- 154% 110 138% 84 
x 
Mo., Kansas & Texas.........--- % 27% 6B% 14% 
WOR. acccpscwrdsciccciccdes 07% 93% 108% 60 
pebeapopaaencees 101% 46 98% 20% 
Do PLE, ..cccccccccvccccncese 149 105 145% 19 
N 
New York Central .........---- 256% 160 192% 105% 
N. Y., Chic, & St. Louis........ 192% 110 144 73 
N. ¥., N. H. & Hartford. 182% 80% 128% 67% 
Norfolk & Western 290 191 265 181% 
15% 97 42% 
P 
Pennsylvania .....---+.++-+-++ 110 72% 86% 63 
Pittsburgh & W. Va......--.--- 148% 90 121% 48% 











1929 1930 

Low High Low 

_ 20 87% 14% 
17 156% 87% 
17 85% 5% 

197 843 170% 
35% 68 81% 
40% 54% 30 
86 156% 104% 
16 82% 24% 
50 101% 25 
29 41% 24% 
29% 55% 16 

142 45 29% 
64% 8 «6119% 36% 
28 oon 16 
60 100 28 
62 444 87% 
385% 53 oH 

614 120 65% 


When doing business with our advertisers, kindly mention THE MAGAZ 





New York Stock Exchange 


1981 Last Div 
Bale § Per 
High Low 2/11/81 Share 
202% 178% 197% 
106% 102% 105% 5 
120 105 +114 10 
82% 68% 82% 7 
64 56% 64 8% 
64% 58% 62% 4 
94% 85% 94% 6 
44% 38% 438% 28 
46% 89% 45% Hi 
8% 5% ae 
15% 9% 14 x 
44% 33 44 4 
65% 47% 59% 7 
151 141 +150 9 
102 80 95 é 
87 28 
45 39 48% 4 
69% 58% 68% 5 
44% 37 44 8% 
88% 69% 87 1 
30% 24% 29 
43% 35 5 
62% 85 762% 4 
61 58 57 8% 
111 9% 110% #«7 
26% 20 5% 8 
85 70 82 1 
41 80% 40% 
107 86% 107 6 
129 118 126% 8 
88 11% 88 6 
91% 15 88% 6 
214 200 $215 12 
60% 41% 58 i 
64 55% 62% 4 
86 60 16 8 
4 
8 
6 
8 
5 
10 
4 
Last Div’d 
rte Sale $ Per 
High Low 2/11/81 Share 
23 16% 224% 1.60 
104% 92% 101% 4% 
12 1% 11 i 
179% 158% 168% §& 
88% 82% 35% 3 
36% $2 36 2.40 
120% 106% 117% 5 
34% 27 33 6 
38% 26% 31% ~—: 
91% 23% 31% 8 
22% 18% 2 2 
39% $1 38 1.40 
55% 45 - 52%~—SsiI 
19% 15% 18% 1 
34% 26% 2% +2 
a a 
89 at % 
INE OF WALL STREET 
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Price Rangeof Active Stocks 


@ | INDUSTRIALS AND MISCELLANEOUS (Continued) 
1929 1930 1961 Last Div’d 
g/ll/s Share 


A. 
on ean ™ 





ow 


SS 28a 


Anaconda Copper Mining 
Amnold-Constable Corp. ... 
Assoc, Dry Goods 

fining 


Beech Nut Packing 
Bendix Aviation 


California Packing 

Calumet & Arizona Mining 
Calumet & Hecla 

Canada Dry Ginger Ale 
Case, J. 1. 

Caterpill: 

Cerro de Pasco Copper .. 


Coca-Cola Co. 
Colgate-Palmolive-Peet 
Colorado Fuel & Iron 
Columbian Carbon 

Colum, Gas & Elec.... 
Commercial Credit ... 
Commercial Solvent .. 
Commonwealth Southern 
Consolidated Gas of N. Y¥ 
Continental Baking Cl. A 
Continental Can, Inc. ........++. 
Continental Oil 

Corn Products Refining 
Crucible Steel of Amer 
Cudahy Packing 

Curtis Publishing 

Curtiss Wright, Common 


E 
Eastman Kodak Co. 


Electric Auto Lite 

Elec, Power &- Light 

Elec, Storage Battery 

Endicott-Johnson Corp. 
F 


Firestone Tire & Rubber 
_ National Stores 


General Foods 

General Mills 

General Motors Corp 

General Railway Signal 
Refractories 

Gillette Safety Razor 

Gold Dust 


r Tire & Rubber 
Granby Consol. Min., Smelt. & Pr. 
Saat Talc 
estern Sugar 
Gulf States Steel 
z 


Hershey Chocolate 
Houston Oil of Texas 
Hudson Motor Car 


I 

Inland Steel 
Inter, Business Machines 
ment 
* ey 
Pfd. 

Inter Nickel 


Inter, Paper & Power ‘‘A’’ 
Inter, Tel, & Te 
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Net earnings of 
Cities Service 
Company 


were 


$58,307,813 

An increase of 
34.18% over 1929, 
73.61% over 1928. 


Mail this Coupon 


HENRY L. DOHERTY & CO. 
60 Wall Street, New York City 


Please send. me full information about l 
I Cities Service Common stock. 


I 
I 
Die: | 
l i 
| Address l 
j 
df 

















Atlantic City's Newest 
Boardwalk Hotel 
Sea Water Swimming Pool 
Marine Sun Deck 
American - European Plan 
Reduced Winter Rates 
Also Beautifully Furnished 
Housekeeping Apartments 
by the week or month 
Bough 
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THE _. 
MAYF LOWER 


WASHINGTON’'S 
FINEST HOTEL 


AN INSTITUTION 
IN KEEPING WITH 
THE BEAUTY AND 
GRANDEUR OF 
THE NATIONS 
CAPITAL 











$1.25 | per 1000 
'S OF 50,000 

25,000 = 1, i-50~12,500 at at $1.75 or 
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de in Greater New 
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Ss Sheet 




















Your orders; whether a = } rewesg 

receive the same careful a 

always .. . Consult our Batced be De- 

partment freely on investment matters. 
Write Dept. MG 


Gjstoum & (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 
New York 














New-York Stock Exchange 
‘Rangéof Active Stocks 


INDUSTRIALS AND MISCELLANEOUS (Continued) 


1929 
= 


1930 1931 kent Diva 





Low 


80% 
40 
82 
89% 
14% 


Nash Motor Co. 
National Biscuit 


Pacific Gas & Electric 
Pacific Lighting 
Packard Motor Car 
Paramount Publix 
Penney (J. C.) 
Phillips Petro 


Ri 

Republic & 
rede a J.) Tob. cl. B 
Royal D 


eeeewee Peer eeeereee 


Texas Co’ 
Se a 
ater S00. 
a Roller 
Uv 


Underwood-Elliott-Fisher 
Union Carbide & Carbon 


Ww 
Warner Brothers Pictures 


“High Low Py-t yen ie 
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Standard Gas & Electric Co. 
(Continued from page 555) 








examen 


amounted to $18,702,049, an increase 
of 35% over the net on the common 
for the 1929 period, and were equal to 
$5.79 a share on the 2,162,607 no par 
shares against $6.23 on 1,562,607 
shares in the 1929 period. 

The outlook for the system over the 
longer term is encouraging, although 
depressed industrial and business con- 
ditions have no doubt temporarily 
slowed down the normal growth. The 
extensive diversification of its prop- 
erties tends to mitigate these effects. The 
management's confidence in the future 
is emphatically expressed in its 1931 
construction budget of $43,596,257, a 
considerable part of which will be used 
toward increasing capacity at various 
points, especially in the electric and gas 
departments. 

A period of business recovery should 
find Standard Gas & Electric Co. in a 
favorable position to experience a rapid 
growth in earnings. The system has a 
broad base for expansion and is un- 
questionably an attractive long term 


equity =p for the investor. Paying . 


a dividend of $3.50, the stock at the 
current price of 72 returns a yield of 
49%. As outlined in the beginning, 
three other means are available for 
making a commitment in this particular 


equity. 








Atchison, Topeka & Santa Fe 
(Continued from page 553) 








Atchison, Topeka & Santa Fe Rail- 
way Co, the present company, was 
chartered under Kansas laws, December 
12, 1895, the period following the dis- 
astrous panic of 1893, during which 
Practically all the large western roads, 
except Southern Pacific and Great 
Northern, went through receivership 
and reorganization. It is the successor 
company to the Atchison, Topeka & 
Santa Fe Railroad Co., which was char- 
tered, also under Kansas laws, Febru- 
aty 15, 1859. The main line of the 
old company was not opened for traffic 
until February 20, 1873. At that time 
the so-called system consisted of 471 
niles of road, while at the time of the 
organization of the present company in 
1895 the system and controlled lines 
= eepanded ° 6.481 amg At the 
of 1930 the mileage had nearl 
doubled to around 13,000. A 
€ system as operated and con- 
trolled extends from Chicago, via Kan- 
&8 City, to Los Angeles; San Francisco, 
Diego, Calif., and Galveston, 
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' Texas, with various branches through- 
- out Missouri, Kansas, Oklahoma, Texas, 


California, New Mexico and Arizona. 

Atchison’s management never has 
favored the absorption of a large num- 
ber of other roads under any general 
consolidation plan, such as that of the 
I. C. C. of December, 1929. It has 
preferred to take over a property from 
time to time to round out its system 
and not to go beyond its present gen- 
eral territory. The latest acquisition 
on this basis was the Kansas City, Mex- 
ico & Orient, about 725 miles, built in 
disjointed sections by the late A. E. 
Stilwell, and extending southwesterly 
ogy Kansas City to the Mexican bor- 

er. 

The Atchison always has built a cer- 
tain amount of new short line mileage 
each year, also to develop its territory. 
The largest undertaking of this kind in 
recent years has been 330 miles of road 
in the Panhandle and South Plains sec- 
tions of Texas, of which about 90 miles 
have been completed. President Storey 
says that the further construction of 
these lines, which will open up exten- 
sive agricultural territory, will be 
pushed to completion “as rapidly as 
conditions warrant.” 

Following out the new policy of co- 
ordinating transportation facilities, At- 
chison has negotiations underway with- 
Burlington for use of its line into St. 
Louis and its terminal there, while in 
turn Burlington would use Atchison’s 
new line, which, with its own, would 
give Burlington a shorter route and 
lower grades between St. Louis and 
Kansas City. 

Atchison and Southern Pacific to- 
gether practically controlled traffic in 


and out of California until the Panama 


Canal offered formidable competition 
for slow-moving freight, going a long 
distance, and the coming of the motor 
bus and truck on such an extensive 
scale. Still more recently Western 
Pacific, owned by Arthur Curtiss James, 
said to be the largest individual railroad 
stockholder in the United States, if not 
in the world, has gradually increased a 
foothold for his company in the Golden 
State. Recently the I. C. C. author- 
ized Western Pacific to build a line into 
San Francisco in spite of vigorous op- 
position by the two big systems. 
Atchison has access to the enormous 
agricultural products of California, 
Texas, Kansas and Oklahoma and to 
the rich oil fields of those states. In 
1929 products of agriculture contrib- 
uted 11,635,090 tons, 22.84%, of At- 
chison’s total carload freight traffic of 
49,638,867 tons. Products of mines 
supplied 35.98%, manufactures and 
miscellaneous 30.12%. In the same 
year Atchison carried only 55,621 tons 
of anthracite coal and 3,569,328 of 
bituminous. President Storey says that 
because of this relatively small coal ton- 


nage the company will not be greatly 
affected by natural gas lines. 

Atchison has approximately $365,- 
802,100 stock outstanding, of which 
$241,629,300 is common and $124, 
172,800 preferred. The latter carries 
a 5% dividend, and, as noted at the 
outset, dividends at the rate of $10 a 
share are being paid on the junior is- 
sue. Already the first quarterly in- 
stalment of $2.50 has been declared. 
In 1929 nearly $23 a share was earned 
on it, while for 1928 the rate was down 
to around $18 a share. Apparently for 
1930 net income will be equal to from 
$12.50 to $12.85 a share. At the cur- 
rent price of around 200 for the com- 
mon the yield on the investment is 
approximately 5%. No common stock 
of an American railroad is more se« 
cure, unless it be that of Norfolk @ 
Western. 








We Rally from Business 


Shell-Shock 
(Continued from page 540) 








between stock market speculation and 
bank credit is too intimate. : 


——_— 


This is no Polly- 
anna thesis but it 
is just as falla- 
cious to overlook 
the bright side of the situation as it 
was to kid ourselves a year ago. After 
the shocks the country has received 
none will be so bold as to say that it 
will not have more before it is again 
in smooth waters under smiling skies— 
and recovery will crawl at best—but 
that is not a reason for not casting up 
the assets of the situation. We are los- 
ing hysteria and gaining in composure. 
We are finding that our diagnoses of 
our sufferings were worse than the 
actualities, that: the symptoms were 
worse than the maladies. 

Looking over 1930 for bright spots 
for shell-shock therapy people are 
struck by the fact that a large part 
of the contraction was supplied by 
construction, steel and automobiles. 
But even at that the steel and auto 
group did not fall off so much as 
in 1920 and the bottom of 1930 was 
higher than the top of 1920 and not 
much below 1927. The total volume 
of manufactures in depressed 1930 was 
far more than in booming 1920. In 
foods and tobacco consumption showed 
scarcely any decline from 1929. 

The gasoline consumption was the 
largest in history. 

There was only a slight contraction 


in electric output and the utili- 
ties preset pees earnings than ever. 
The collapse of prices is nothing like 
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Looking at the 
Bright Side 











== ar ae 
New York Curb Exchange 




















IMPORTANT ISSUES 
Quotations as of Feb. 11, 1931 


1980 Price Range 
remem, 


Leow Price Name and Dividend 


140% 161 Internat. Pet. (1) 
106% 109 International Utilities B 
% 4 Lone Star Gas (1) 
79 Metro Chain Stores 
50 Mid. West Util. (8% Stk.).. 
13% Missouri-Kan. Pipe Line 
21% (Stk. 10%) 
26% National Fuel Gas (1) 
“1y% New Jersey Zinc (3) 
20 New Mex. & Arizona Land.. 
83 % 83 Newmont (4) 
Comwith Edison (8) 252 Niagara Hudson Power (.40). 
Gons, Gas of Balt, (3.60)... o1% North. States Power A (8).. 
Consolidated Laundries (1).. 144% Pennroad Corp. (.20) 
10% 9 St. Regis Paper (1) 


18 

5 Transcontinental Air Trans.. 
Trans Luz 
Tubize Chatel ‘B’’ 
Ungerlieder 
United Founders (2/85 share) 
United Lt. & Pow. A (1)... 
United Lt. & Pow, ov.Pfd. (6) 
Utility & Indus. Corp 
Utility Pow. & Lt, (1.02%). 

% . Vacuum Oil (4) 

Becurities Inc. (.70).. 





and heavier buying that prevailed ment trust subsidiary at a time when 
on the Big Board, making sub profitable commitments were available 
stantial gains through the list. Utility in the open market. Although the 
stocks were prominent leaders of the parent company formerly limited its 
advance on the Curb during the past commitments exclusively to public util- 
fortnight, Electric Bond €& Share, ity properties, the investment policies 


(Cad prices reflected the strength funds into the treasury of the invest- 


American Superpower and American of Utility Shareholdings is somewhat’ 


Light & Traction standing out promi- _ less limited. While public utility shares 
nently in this group. Investment trust _ still occupy a prominent position in its 
issues on the Curb were more active, portfolio (including over fifty thousand 
receiving more interest in view of the shares of British Columbia Power Corp. 
advancing values of the issues held in , Class A and B shares) it has diversified 
portfolio. its list to include such standard issues 
as National Dairy Products, Consoli- 
dated Gas, Borden's, Union Carbon & 
Carbide and other common stock in- 
There was a good deal more activity in vestments, providing a widespread 
International Utilities issues during the source of income and potential invest- 
fortnight, reflecting the better demand ment profits. The company has also 
for public utility equities, and the pros- sold certain of its American utility 
pects of substantial profits which this properties to large holding companies 
concern stands to make from its cur- in this country and will reinvest the 
rent commitments in utility securities proceeds in somewhat the same manner. 
at the current low prices. At the pres- Aside from the official statement that 
ent time International Utilities is ex- these transfers were made at a substan- 
panding a portfolio of standard invest- tial profit, insufficient data are available 
ment issues through its wholly owned to definitcly appraise the position of the 
subsidiary, the Utility Shareholdings company’s outstanding securities on the 
Corp., Ltd. basis of its new activities. Average 
Last year the company transferred earning power of the utility properties 
its own holdings in electric light and in recent years was equal to approxi- 
power and natural gas properties in mately $4 a share on the Class B stock, 
Alberta, Saskatchewan and British however, and, upon reinvestment of 
Columbia to the latter company in ex- this income, should be approximated 
for its entire outstanding stock. from diversified holdings of the wholly 

A resale of this property brought liquid owned trust. 
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International Utilities Corporation 





(Continued from page 581) 
as bad. as it was in 1920, although 
reaching a lower level. 

In physical volume department store 
sales in 1930 were as large as in 1929, 
and in value only slightly less. Chain 
store sales in in volume and fell 
off only 1.7. per cent in value. 

Capital issues of securities in 1930 
aggregated 7 billion dollars, exclusive of 
refunding, 3 billion dollars less than in 
1929, but only a billion less in domestic 
issues; and the latter were larger than 
any preceding year except 1929 and 
1928. No indication here that people 
with money have lost faith in the 
United States, although they are a bit 
dubious about the outside world. 

Notwithstanding the gloom of the 
stock exchanges, the aggregate of in- 
terest and dividend payments on securi: 
ties was considerably ahead of that of 
1929. Not a few corporations actually 
did better in 1930 than in 1929. 

The railroads are swathed in depres- 
sion but with 3,500,000 trucks on the 
road they did much better than in 
1920. 

While millions of people are out of 
work and most of those employed are 
earning less than they were two years 
ago, savings deposits are larger. Sav 
ings increases may not be an evidence 
of present prosperity but they are 
guarantees of national solvency and are 
full of promise for the future. 

The world situation is admittedly 
most realistically reactionary but the 
thought “to hold” by the shell-shocked 
against that fact is that foreign trade is 
only a 7 per cent element in our total. 
Improvement of business from now on, 
barring some cataclysm at home or 
abroad, is conceded to be largely a mat- 
ter of mental attitude. In looking over 
the debris of 1930 one cannot but be 
struck by the fact that there has been 
little curtailment in the consumption of 
the necessaries of life. People seem to 
have eaten and worn about as much 
as ever. In times of distress and ap- 
prehension it is the-more costly luxuries 
and the more or less dispensable things 
that suffer. 

A rich nation, like the United States, 
goes on about as usual, perhaps a little 
stronger, with bread and butter re 
quirements and some of the petty 
luxuries. In the last great depression, 
that of 1920-21, we ate more corn, 
flour, potatoes, apples and eggs per 
capita than we did in the following 
boom years, and almost as much meat. 
Prosperity with us is mostly a matter 
of luxury consumption. We_ have 
plenty of capacity right now for luxury 
consumption and plenty of buying 
power to bring back a good measure of 
prosperity without the aid of consent 
of other nations whenever we shall get 
into a buying mood. The rate at which 
we get into it depends upon the rate 
of our recovery from shock. 
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STANDARD OIL ISSUES 
We have available for distributing descrip- 
tive circular on all the Standard Oi) issues. 
(219). 


“ODD LOT TRADING” 
John Muir &-Co., members New York Stock 
Exchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which 
explains the many advantages diversification 
offers to large and small investors, (225). 


“FOR INCOME BUILDERS” 
describes a practical Partial Payment Plan, 
whereby sound securities may be purchased 
through monthly payments of as little as 
$10. Build a permanent independent in- 
come through the systematic investing. (318) 


7% INSTALLMENT SAVING CERTIFICATES 
of a Colorado building and loan association 
operating under strict state supervision— 
their investment features and why—are ex- 


PARTIAL PAYMENT PLAN 
An old established New York Stock Bx- 
change house invites the purchase of high 
grade listed securities on monthly time 
payments. Descriptive booklet of plan sent 
on request. (813). 


UTILITY PREFERRED STOCKS 
An informative and interesting analysis of 
the advantages offered by Preferred Stocks 
in general and Utility Preferred Stocks in 
particular, showing present high yields and 
other advantages. (824). 


DO YOU SAVE REGULARLY? 
Subscribe to the monthly installment shares 
of the Serial Building Loan & Savings 
Institute, a building and loan association 
operating under strict state supervision. 
Send today for descriptive literature. (835). 


“STOCK AND BOND REGISTER” 
A pocket size form for the listing of stocks 


and bonds will be forwarded upon request 
without charge. Otis & Co., 216 Superior 
avenue, N, B., Cleveland, Ohio, or 827. 


“NATIONAL STOCK ANALYSIS” 
will assist you in judging the comparative 
value of stocks in which you may be in- 
terested. This comprehensive booklet con- 
tains latest available data regarding listed 
stocks, classified by industries. (844). 


INVESTMENT PROFIT INSURANCE 


The most logical form of investment profit 
insurance is represented by the personal and 
continnous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 


MISSOURI PACIFIC RAILROAD 


Of this important carrier the 1st and Re- 
funding 5s, due 1981, are recommended by 
A. G, Becker & Co. Priced at 95 and in- 
terest, the yield is over 5.25%. For de- 
tails write for 863. 


FORECASTS OF THE ’31 STOCK & BOND MARKETS 
Newburger, Loeb & Co, have prepared a 
digest of forecasts by well-known authori- 
ties of the course of stock and bond prices 
and general business conditions for the 
coming year. A copy upon request. (864). 


TRADING METHODS STOCK EXCH. SERVICE FOR SMALL INVESTORS ‘ 
The handbook on Trading Methods, issued M. ©. Bouvier & Co. have recently issued 
by Chisholm & Chapman, contains much this interesting booklet covering their 
helpful information for traders. A copy methods in executing orders for small in- 
will be sent to you upon request together vestors. A free copy will be forwarded 

with their latest Market letter. (785). upon request, (865). 


BYLLESBY MONTHLY NEWS : THE OUTLOOK FOR PUBLIC UTILITY EQUITIES 
contains many sound investment sugges- is the title of a booklet just off the press, 
tions; also keeps you in touch with the issued by Pynchon & Co. If you hold pub- 
investment market in general and gives lie utility securities, you should have a 
timely information on various units of the copy of this booklet, which will be for- 
Byllesby organizatien. Send for 792. warded upon request. (866). 


plained in an interesting folder, (467). 
Mining 
ae ae BELL TELEPHONE SECURITIES 
Metals and Mining Stocks, Position of 558 is the title of a booklet containing invest- 
ment suggestions for the careful investor. 
If you are interested in the securities of 
this important publie utility, send for your 
free copy. (727 


A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at moderate cost. 
Write for descriptive circular. (752). 


Petroleum 
Oil Stocks, Position of Leading .... 560 


Public Utilities 
Consolidated Gas Co. of N. Y. ...... 576 


tandard Gas lectri 4 
: Se Seats oe AMERICAN COMMONWEALTHS POWER CORP. 
has issued its annua) report containing a 
history of the corporation, its earnings, 
statistical data, and services rendered. A 
complimentary copy will be sent to you 
upon request. (761). 


Railroads 

Atchison, Topeka & Santa Fe ...... 552- 
Bangor & Aroostook Railroad. Co. ... 574 
New York Central Railroad Co. .... 576 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 








Important Dividend 
Announcements 


NOTE—To obtain a dividend. directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. ; 





Ann’] Amount 
Rate Declared 
$2.00 Amer. Bank Note...... $.50 
1.00 Am, Rad’r & Stan. San. .25 
6.00 Am, Sugar Refining Oo. 1.25 
8.62 Bangor & Ar’took R.B. .88 
240 Crown Cork & Seal Co. .60 
9.00 Delaware & Hudson Co. 2.25 
4.00 Drug, Inc. ............ 1,00 
00 Inter’l Nickel Co. .... 15 
1% L’ville Gas & El. “A’’. 48% 
1% Liville Gas & El. “BY, 48% 
10.00 Norfolk & West'n Ry.. 2.60 
Stk. North American Oo....2%% 
$40 Pub. Serv. Corp. N. J.. .85 
200 Bt. Joseph Lead 60 
2.00 Spalding (G. A.) Bros. .60 
£00 Stand. Oil of Nebraska. .50 
160 Btand. Oil of N. Y.... .40 
25 
120 United Gas Imp’ment.. .90 
100 U. 8. Steel Corp....... 1.75 
400 Vacuum Oil Co........ 1.00 
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N. Y. Times 

0 Stocks—, 
High 
154.30 
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156.19 
156.60 
160.69 
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110.71 166.25 

EXOCHANGE 
109.83 164,42 
109.19 162.33 





N.Y. Times -—Dow, Jones Avgs.— 
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Our Investment Stake in 
South America 


(Continued from page 543) 








Chile When the well informed 
American thinks of Chile he 
is reminded of two other words. They 
are nitrate and copper. In Chile nitrate 
and Guggenheim are practically syn- 
onomous because the Guggenheim in- 
terests of New York have for years 
been the principal developers of the 
nitrate properties of this country, 
which, incidentally, are the only known 
nitrate deposits in commercial quanti- 
ties. 
Now that the Guggenheims have en- 








Direct investments alone of : 
American capital . . .423 million 


Buys from us annually, 50 million 
Sells us annually .... 100 million 




















tered into precedent shattering and un- 
qualified partnership with the Chilean 
government for the development of 
nitrate lands the relationship is even 
more intimate. 

If we examine the high spots of the 
new agreement we may well recognize 
therein seeds which may some day bear 
international complications of a series 
nature. 

The partnership arrangement has 
been brought about by the formation 
of The Chile Nitrate Co., in which 
the Chilean government will hold a 
50 per cent interest and the Gug- 
genheims and several smaller com- 
panies the balance, according to their 
ownership of nitrate lands. The Gug- 
genheims control about 40 per cent 
of the nitrate deposits, thus their in- 
terests in the new company will be in 
about the same ratio. The corporation 
will take over practically all the nitrate 
lands in Chile, including those owned 
by the government. 

In return for its half interest in the 
corporation the Chilean government 
has had a law passed which eliminates 
the Chilean export tax on nitrates, 
which amounts to about thirty million 
dollars per year. For the first three 
years the new corporation promises to 
pay the government a minimum return 
of $22,000,000 the first year, $20,000,- 
000 the second year and $17,500,000 
the third year. After the third year 
the government will tely upon its regu- 
lar dividends from the nitrate corpora- 
tion with the addition of a 6 per cent 
income tax on nitrate earnings to com- 
pensate it for the loss of revenue re- 
sulting from the elimination of the ex- 
port tax. 
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There is a further stipulation in the 
agreement that the Chilean government 
cannot pledge or sell its share in the 
Chile Nitrate Co. and that the Gug- 
genheim process for the extraction 
of nitrates is to be used exclusively. 
This process is said to be twice as effec- 
tive as any other and 40 per cent 
cheaper. It was not made clear in the 
news dispatches whether or not the 
Guggenheims will receive any special 
compensations for the use of their 
process. 

But nitrates are but a part of eco- 
nomic importance of Chile. Copper is 
a ranking rival. The investment of 
American money in these two indus- 
tries in Chile, copper and nitrates is 
estimated at 330 million dollars. Not 
only the largest but the low cost pro- 
ducing copper mines in the world are 
located there. The Kennecott-owned 
Braden properties produce about 140 
million pounds annually and enjoy re- 
serves estimated as high as 10 billion 
pounds. Anaconda is represented 
through its holdings in Andes Copper 
Mining Co. and which is in possession 
of the largest ore body in the world, 
and can produce some 400 million 
pounds a year with double that 
capacity were its mines fully developed. 

Other American companies operat- 
ing in Chile include such names as 
Ford, Du Pont, U. S. Steel, and Col- 
gate & Co. As might be expected the 
International Tadashone & Telegraph 
Co. has commercial radio service to and 
from Chile and owns and operates the 
Chile Telephone Co. 


Several months ago when 
words of the «revolution in 
j Peru reached the Uni ted 
States the immediate reaction of Amer- 
ican business was to determine just 
what financial and industrial stake we 
had in the troubled country. We 
learned with commendable prompt- 
ness that we had invested in the coun- 
try about $215,000,000, $85,000,000 


Peru 








American Investments, 215 million 
Buys from us annually, 25 million 

















of which was a government loan floated 
by the National City Bank and Selig- 
man Co., both of New York. At the 
same time it was revealed that our in- 
vestments in Peru in 1913 amounted 
to a mere thirty-five million dollars. 
A substantial part of the balance of 
the $215,000,000 investment repre- 
sented the Guggenheim control of the 
Northern Peru Mining & Smelting 
Co., a large copper and silver com- 


any, the mining interests of 
Cerro de Pasco Co. of New York be 
several other American corporations 
Naturally the far-flung International 
Telephone & Telegraph Co. controls 
the Peruvian telegraph system, the 
Lima Telephone Co., and the Peruvian 
Telephone Co., the latter of which op. 
erates 65 per cent of the phones in 
Peru. 

The Foundation Co. of New York 
is another American company with 
wide interests in Peru. It constructs 
dams, railroads, sanitation systems and 
public works, in various parts of Peru 
and it acts as banker as well as engi- 
neer. 
Not long ago this company loaned 
the Peruvian government fifteen mil 
lion dollars in exchange for bonds. It 
then built public works in Peru, being 
paid therefor by the same funds it had 
just loaned the government. 

As the world’s principal producer of 
vanadium Peru has afforded our finan- 
ciers another opportunity to practically 
monopolize a natural resource of a for- 
eign land. The Standard Oil Co. of 
New Jersey, through its subsidiary, the 
International Petroleum Co., has also 
taken advantage of Peru's natural re- 
sources and now has more than seven- 
teen hundred producing wells in that 
nation. 


As in other nations in 
other parts of the 
world, oil has been 
Venezuela’s principal attraction to for- 
eign capital. And also, as in other 


Venezuela 


- parts of the world, the Royal Dutch 








A World Factor in Its Potential 
Oil Supply 


Buys from us annually, 45 million 




















Shell Co. and the Standard Oil inter- 
ests are the most aggressive competi 
tors for the oil. Venezuela, as the sec- 
ond largest oil producing nation in the 
world, offers an unusually rich and 
fruitful battlefield for two such giants 
of the oil industry. 

The Standard interests, with their 
characteristic foresight and resource 
fulness, have located their refinery on 
the island of Aruba, ninety miles of 
the Venezuelan coast. In this way 
they are well isolated in the event of 
internal troubles in Venezuela, and 
they are able to control their opera’ 
tions and activities with much less in 
terference than might be the case were 
they located on the mainland. 

The new refinery which they have 
just completed on this island is said to 
have cost thirty million dollars and it 
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has a capacity of four million gallons 
of high grade gasoline every twenty- 
four hours. This makes it one of the 
largest such refineries in the world. 


+, Because Colombia enjoys 
Colombia greater political stability 
than the other South American nations 
she promises, in the opinion of experts, 
to attract an increasingly greater pro- 
portion of our surplus dollars for the 
development of her inviting natural re- 
sources. The country has had no revo- 
lution since 1903. 

The country’s record for meeting 
her international obligations was indi- 
cated recently by the fact that Ameri- 
can bankers loaned her 20 million dol- 
lars until such time as she is able to 
float a public loan. Colombia’s ex- 
ternal debt is estimated at well over 
100 million dollars, most of which is 
owed the United States. 

Ranking as the eighth oil producing 
nation of the world it has been cal- 
culated that such organizations as 
Standard Oil of New Jersey, Standard 
Oil of California, Gulf Oil, Texas Co., 
Indian Refining Co., and Richfield Oil 
Co. have invested in excess of 100 mil- 
lions in Colombia’s rich oil lands. 

Other United States corporations in- 
terested in Colombia are the Inter- 
national Telephone & Telegraph Co. 
which has radio communication facili- 
ties at Bogota and the American For- 
eign Power Co. which has an operating 
subsidiary in the country. 

As the second largest coffee producer 
in the world Colombia exported to us 
in 1928, 69 million dollars worth of 
the bean. Her exports of oil to the 
United States during the same year 
were valued at 17 million dollars. We 
exported to her merchandise valued at 
59 million dollars, the majority of 
which was machinery, cotton goods and 
automobiles. 


If it is not now it might 
well be an axiom that 
wherever there is un- 
developed mineral wealth there also 
will be found the financial and in- 
dustrial power of the United States 
reaching out in an endeavor to control, 
cominate and often to exploit it. Thus 
in Bolivia, a country unusually rich in 
resources, we find such power- 
ful organizations as the Standard Oil 
Co. of New Jersey, the National Lead 
Ca, the Guggenheims drawing from 
soil of Bolivia a great variety and 
quantity of minerals. 

The Standard Oil Co. has a Bolivian 
concession covering more than seven 
million acres of oil lands for a fifty-five- 
Year period. The concession includes 
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Bolivia 


the right to build and operate railroads, 
harbors, telephone and telegraph lines 
and other public utilities. 

Since Bolivia produces one-quarter 
of the world’s output of tin it is not 
surprising to find that the National 
Lead Co. invested thirty million dollars 
in tin mines in that country. The 
largest producer however is the Patino 
Mines and Enterprise Consolidated 
which leads the world in the produc- 
tion of this metal. W.R. Grace & Co., 
with the ownership of 3,500 acres of 
tin bearing lands is another American 
company, however, active in Bolivia. 

Other Bolivian industries in which 
our financiers have interested them- 
selves are the Bolivian Railway which 
was financed and built by Amercian 
companies, and the National Match 
Factory of Bolivia. The American In- 
ternational Corp. has also been active 
in financing and constructing public 
works in Bolivia and an American firm 
has acquired 300,000 acres of Bolivian 
land for colonization . purposes. 








Brand Meets Brand in 
Conflict 


(Continued from page 549) 








a sub-standard quality of corn under 
a private label for 20 cents a can or 
the same price as the fancy grade, 
although the price to the jobber for 
this sub-standard corn was only 7 cents 
a can. 

What significance does this battle of 
brands hold for the varied groups in- 
terested in the food and retail field in 
general? The national manufacturer 
not only finds a more intensified com- 

etition in his own field of national 
Sands because: the large companies are 
steadily taking on additional products 
and thereby overlapping each other, 
but the tremendous power of the chain 
stores is being wielded to foster their 
own particular brands which are be- 
ing used to undersell the national 
brands. The trend toward _ private 
brands is also noticable among the in- 
dependents who, like the chain stores, 
use local. newspaper advertising to 
great effect. The trend means that the 
national manufacturer must make an 
ally of this advertising by greater co- 
operation in ‘the ‘plans of the dealers. 

The small manufacturer with no ex- 
pensive national consumer advertising 
is favored by the trend toward private 
brands for he may by this means share 
in a broader market without the neces- 
sity for a national distributive organ- 
ization and national consumer adver- 
tising. But in the long run the great 
manufacturing and marketing organ- 


izations in food and other lines, such 
as those already cited, can resist the 
onslaughts of the multitudinous private 
brands by their uniform quality, con- 
tinuously supported demand by aggres- 
sive advertising and a liberal price 
policy. This latter has been demon- 
strated during the past months of fall- 
ing commodity prices and the quick 
adjustments made in retail prices of 
their packaged goods. Moreover the 
policies of the national food purveyors 
are vindicated by their earnings record 
which sets them far above the average 
in a year of general reductions. They 
are meeting a buyers’ market with 
profit. 








Trade Tendencies 
(Continued from page 572) 








quickly corrected with but a fair im- 
provement in demand and indications 
of betterment are not entirely lacking. 
The United States Steel Corp. reported 
an increase of some 200,000 tons in un- 
filled tonnage for the month of Janu- 
ary—a better showing than had been 
expected, which did much to offset 
other unfavorable indications. 





BUILDING 











Loses Recent Gains 


Building contracts awarded during 
the month of January showed declines 
in comparison with the previous month 
according to F. W. Dodge Corp, As 
might have been expected, the greatest 
decrease occurred in the industrial divi- 
sion, although the commercial division 
also showed a tremendous decline. Con- 
tracts awarded for residential construc- 
tion were off more than 18% and the 
long looked for revival in this division 
does not suggest widespread improve- 
ment as yet. It becomes increasingly 
apparent that under conditions of cur- 
tailed consumer purchasing power 
there is an oversupply of business and 
residential space which is offsetting 
other favorable factors including the 
ease in money. Eventually of course 
this surplus space will be absorbed and 
under the impetus of cheap money a 
sharp upswing will take place. The 
period of consolidation, however, is not 
unlikely to take some little time and 
near-term prospects are for barely sea- 
sonal improvement, although it must 
be remembered that the downtrend 
having heen in evidence for so long ac- 
tivity can hardly be curtailed to a much 
greater extent than it is at present. - 
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HE Over-the-Counter market is 
usually slow to reflect changes in 
‘trend on the exchange, particu- 
larily changes that have their origin in 
highly professional transactions. Dur- 
ing the period of liquidation on the ex- 
during 1930, the Over-the- 
Counter market was comparatively 
well sustained. When the somewhat 
violent rally materialized on the ex- 
change during the past fortnight, the 
Counter market was relatively quiet. 
If the upward trend on the organized 
security markets continues over a pe- 
riod of time, however, the influence of 
the upward trend of prices is bound to 
be reflected in quotations for unlisted 
issues. 


Singer Manufacturing Co. 


Singer Manufacturing common stock, 
which has long been one of the out- 
standing investment stocks in the un- 
listed market, sold as high as $50 in 
1930, as low as 330 and is currently 
quoted at slightly more than its low 
price of last year. The company earned 
approximately $27.50 on the 900,000 
shares of capital stock shown w be out- 
standing in the last statement available, 
which represented a slight increase over 
the previous year. The company is the 
largest and oldest manufacturer of sew- 
ing machines with plants and sales 
ofhces spread thrcughout the world. 

Although its business is one which 
has shown unusual stability in the past 
and has successfully weathered many 
business depressions, it was not entirely 
immune to the unfavorable conditions 


which prevailed throughout the world 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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last year. Sales in 1930 were reported 
about onethird lower. than in the pre- 
vious year. In addition, the company 
has been meeting considerable difficulty 
with the imposition of heavy taxes and 
tariffs on its foreign business. 

The company has always enjoyed a 
foresighted and conservative manage- 
ment. It is continuing to expand its 
educational work in order to have its 
products used in schools, more than 
30,000 machines having been placed at 
the disposal of some half a million stu- 
dents in 1930. The management has 
been fairly conservative in the matter 
of dividend distributions and has rein- 
vested heavily from its surplus income 
into securities of other industries. Ap- 
proximately § million dollars of “other 
income” was received from these in- 
vestments last year. Such outside 
sources of income should help mate- 
rially to. sustain dividend payments, 
which are continued regularly at the 
annual rate of $10 a share plus liberal 
extras when conditions and earnings of 
the company warrant. 
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Taking the Change Out of 
Exchange 
(Continued from page 545) 








seiieiniiee aed 


comparable size in the world. Th 
fundamental ‘objects of the bank are 
such that a free movement is clearly 
called for, and Mr. McGarrah has 
stated that “with due regard to ou 
commitments in a given currency and 
to liquidity, we have endeavored tp 
move capital from markets where it js 
superabundant to markets where it js 
needed.” ‘We move capital,” he says, 
“from markets of low interest rates to 
markets of high interest rates, in order 
to help the trend toward a leveling-out 
of rates and to assist commerce and 
agriculture in those centers where the 
interest rate is excessive.” 

The bank made investments in Ger. 
many during the incipient “flight from 
the mark” of last autumn, thus aiding 
in stemming the crisis precipitated by 
the irresponsible antics of the Hitlerites, 
and at the end of the year 25 per cent 
of its assets were still there. But the 
placement of any substantially larger 
proportion of its funds in any one mar- 
ket is unlikely. There are too many 
international checks and balances in the 


control of the bank to permit this to 


happen. 

Thus, when all is said, while the 
international character of the control 
of the bank insures policies marked by 
a sane world outlook, it is safeguard: 
ed against injudicious commitments. 
When the 25 eminent and not very 
soft-headed bankers and business men 
of the 16 nations represented on the 
board agree on the geographical place: 
ment of the bank's investments and 
advances, it is safe to assume that the 
best interests of the group as a whole 
are being served and no favorites 
played. With aboard of such com 
plexion the supposed dangers of an 
over-altruistic internationalism, 
which we hear so much from the halls 
of Congress, are pure humbug. 

During the past two years or more, 
discussion has been active concerning 
the sufficiency of the world’s stock of 
monetary gold as a basis for a credit 
structure adequate to carry on 
world’s business. This discussion was 
stimulated by the gradual sag in prices 
from 1925 through 1929, which was 
attributed by some to an inadequate 
supply of the media of exchange, in 
cluding bank credit. All this gave 
added interest to the international 
project. The question most often 
raised in connection with the new in 
stitution is in what way and to what 
extent can the bank fulfill the func 
tions of a “central bank of central 
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To the President of a Dividend-Paying Corporation:— 
Why you should publish your dividend notices in The Magazine of Wall Street! 


You will reach the greatest number of potential Stockholders of record at the time when they are 
perusing these columns, seeking sound securities to add to their holdings. 

By keeping them informed of your dividend action, you create the maximum amount of good will: 
for your Company, which will result in wide diversification of your securities among these influential 
Investors. 

Place The Magazine of Wall Street on the list. of 
publications carrying your next dividend notice! 








‘em 


FEBRUARY 21, 1931 














Book TR oe 
& MAGAZINE“WALL STREET 
cw 


Ips ‘on Books & 7” 








ECONOMICS 


TRAVEL 


FICTION 





INTRODUCTION TO WALL 
STREET 


By JoHN FRANCIS FOWLER, JR. 
Harper & Brothers 
[ (steer ic an 3 TO WALL 


STREET is an attempt to do for | 


finance what H. G. Wells did for 


history and Will Durant for philoso- ' 


phy. Strictly speaking, however, it is 
not a history of the subject but rather 
an outline of it as it now exists. 

Consideration is first given to the 
various types of securities with their 
attendant merits and demerits and to 
the manner in which they come into 
existence. The technique of buying 
and selling is discussed along with the 
machinery of the stock exchange which 
makes such trading possible. The prin- 
ciples of investment are stated we ex- 
plained, and speculation is defined and 
discussed at length.. The money mar- 
ket and its sagem to the 7. ex- 
change supplies the material an- 
other chapter. 


One receives the im ion upon 
reading this volume that it has been 
written’ by an observer rather than an 
extensive participant in the affairs of 
the “Street.” It has a detached style 
frequently associated with books used 
as coll texts, but this should not 
detract from its original purpose which 
was evidently to furnish the man who 
would be well rounded in his under- 
standing of topics of wide interest with 
a general description of the world of 
finance. 


For the reader who would delve 
more deeply into the subject, the 
author supplies a chapter on sources 
of information in which he lists vari- 
ous services and financial publications 
whose purpose is to instruct the in- 
vestor in their particular field. 

There is also an appendix containing 
a glossary of financial terms as well as 
many abbreviations commonly used. 

To the man who is considering for 
the first time the investment of his 
funds in securities, Introduction to Wall 
Street should be a decided asset, and it 
should not be amiss in the libraries of 
the many who buy stocks and bonds 
on tips, only to inquire of their brokers 
a few days later: “What does my com- 
pany-do?™......... : 
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cipal character. At the eyes. I 
_. thought, “Am . Jane,” . as I 
read the last page, Spoor Jane.” 


THE WATER GIPSIES 
By A. P. HERBERT 


Doubleday, Doran & Co., Inc. 


HIS is the story of Jane Bell who 
interpreted life through the pages 
of a tabloid. Jane was poor, and 

her home was a barge on the river in 
London, but. her. heart was as romantic 
and her spirit as proud as that of the 
wealthiest heiress. To her, life was a 
series of dramatic episodes in which she 
was the leading lady, but all the finales 
were a mixture of comedy and tragedy 
never seeming quite to attain the ulti- 
mate. Her occupation was that of a 
servant-girl; her only tutor was the 
cinema, and her only literature, the 
Sunday Gazette. 

All events affecting her, she saw 
in subtitles or glaring head lines. 
Thus, after being invited to pose for 
Mr. Bryan, the artist, for whom she 
had until then acted as maid-of-all- 
work, Jane went out with her tray, 
thinking, “Lured to the Haunts of 
Bohemia, Estelle Falls in with Bad 
Company,” but all she said was, “I’ve 
turned on your bath, Mr. Bryan.” 

While it is Jane’s story, her father, 
who worked fitfully as a member of 
the cinema orchestra until he had 
enough put by to place it on the horses, 
and Lily, her sister, who wouldn't work 
at all, are characters of no small im- 
portance. 

Jane was essentially a good girl. Lily, 
according to worldly standards, was 
not. Suffice it that Lily enjoyed life 
while poor Jane, after being unhappily 
married to Emest, a subway worker 
and a niember of the League of Red 
Youth, and frustrated in her attempts 
to gain Mr. Bryan’s heart, ended by 
marrying Fred, a barge-eman who had 
loved her always but hadn't had the 
courage to tell her so. 

Mr. Herbert's irony is keen but not 
cruel, and the story is entertaining, 
moves rapidly, and ends logically. 
One’s attention is first caught by the 
irony and humor but is held, as the 
story advances, by interest in the prin- 
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banks,” in centralizing gold resery 
and thus giving greater elasticity 1 
the world credit system. 

The present activities of the bap 
partake only moderately, if at all, o 
the essential functions of a cent, 
bank. The ordinary movement of it 
funds from market to market is 
different in its effects from a simily 
movement of private short-term money, 
The expansion of credit in the market 
to which funds are moved is accom. 
panied by a corresponding contraction 
of credit in the market from which 
moved—and no expansion occurs in the 
credit structure of the world as , 
whole. 

The theory of the concentration of 
reserves, as exemplified in the Federal 
Reserve system, is that, since separate 
reserves ample for all emergencies of 
the respective banks holding them have 
to be larger than the average require 
ments for all banks over a period of 
time, the margin over the average may 
be made available, by pooling of re 
serves, as additional bases for credit. 
No serious suggestion has been made, 
however, that the monetary gold of the 
world should at this time be deposited 
in the B. I. S. in order to bring about 
by an economically sound means a gen’ 
eral reduction of reserve ratios of cen’ 
tral banks as “members” of the B. I. §. 
Public opinion in the various countries 
is not yet ready for a step of this mag: 
nitude in recognition of the economic 
solidarity of the world. 

A moderate reduction of ratios by 
indirect means would be possible in 
the case of gold standard central banks 
if they were to count as part of their 
gold reserves their deposits with the 
B. I. S., specifically those created by 
borrowing from the latter. The re 
sult would be an increase in their 
stated reserves and ah expansion in the 
lending capacity of their member banks 
by multiples of the increase. Such an 
expansion of credit would be a net 
expansion for the world as a whole, 
not being accompanied by any cof 
responding contraction elsewhere. 

The sharp drop in world prices dur 
ing 1930, however, makes it appear 
likely that less will be heard, at least 
for a time, of the alleged inadequacy 
of the gold reserves of the world. Un: 
less prices rise to a substantially higher 
level than at present the currency an 
credit requirements of business will 
continue to be substantially smaller § 
than they were before the decline. 

Moreover, even a year ago the pro 
ponents of the gold shortage idea were 
admitting that the difficulty lay per 
haps less in any absolute shortage than 
in the “‘maldistribution” of gold. Much 
of the.agitation of the subject has come 
from. England. It is the roar of 
wounded _ lion—understandable 


| . 4 sympathy-begetting, but hardly ™ 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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Midland United 
Company 
Notice of Dividend 

The Board of Directors of the 
Midland United Company has de- 
clared the regular quarterly stock 
dividend of one and one-half per 
cent (1%%) upon the Common 
Stock of the Company [being -at 
the rate of three two-hundredths 
(3-200ths) of a share upon each 
share outstanding] payable cn 
March 24, 1931, to stockholders 
of record at the close of business 
February 28, 1931. 

Where less than a whole share 
would be issuable for such divi- 
dend, scrip dividend certificates will 
be issued for the fractional shares. 


B. P. SHEARON, Secretary. 














AMERICAN Water Works 
oF LECTRIC (OMPANY 


"INCORPORATED 
(of Delaware) 
NOTICE OF DIVIDEND 

A regular quarterly dividend of $1.50 
[wd e on the $6 Series, First Pre- 
erred Stock of the Company, for the 
per hed ending March 31, 1931, has been 
leclared’ paya le April 1, 1931, to stock- 
holders of record at the close of business 
on March 12, 1931. 


W. K. Dunsar, Secretary. | 











Canadian Pacific Railway 
4 
Company 
DIVIDEND NOTICE 

At a meeting of the Board of Directors held 
today, the fdéllowing Dividends were declared: 

On the Preference Stock, Two Per Cent. for the 
half-year ended December 31, 1930. 

On the Ordinary Capital Stock, Two and One- 
half per cent. for the Quarter ended December 31. 
1930, from Railway Revenues and Special Income. 

Both Dividends are Payable April 1, 1931, to 
Pawns of Record at Three P. M. on March 
, 1981, 

By order of the Board, 

ERNEST ALEXANDER, Secretary. 

Montreal, February 9, 1931. 





CENTRAL ARKANSAS PUBLIC 
SERVICE CORPORATION 
Preferred Stock Dividend No. 72 
52 William Street, New York, N. Y. 

February 4, 1931. 
The Board of Directors has this day de- 
clared the Seventy-Second Consecutive 
Dividend of One and Three Quarters Per 
Cent (1%%) on the Preferred Stock of the 
Central Arkansas Public Service Corpora- 
tion, Payable on March 2, 1931, to the 
Stockholders of Record as of the Close of 

Business February 16, 1931. 

The Transfer Books will not be closed. 

H. G. TOWNSEND, Treasurer 


Sete 





TENNESSEE CORPORATION 
61 Broadway, New York 

February 9, 1931. 
The Board of Directors of the Tennessee Cor- 
Doration has this day declared a quarterly divi- 
dend of twelve and one-half (12%c) cents per 
Share on the issued and outstanding capital stock 
of the company, payable March 16, 1981, to stock- 
ers of record at the close of business on Feb- 

Tuary 28, 1981. 
E. H. WESTLAK®, Treasurer. 


FEBRUARY 21, 1931 








Midland United 
Company 
Notice of Dividend 


The Board of Directors of the 
Midland United Company has de- 
clared the regular quarterly divi- 
dend upon each share outstand- 
ing of the Convertible Preferred 
Stock, Series A, of the Company, 
consisting of seventy-five (75) 
cents, in cash,orone-fortieth (1/40) 
of a share of Common Stock of 
the Company, at the election of 
the holder, such election to be 
made fifteen business days before 
March 24, 1931. 

This dividend is payable on 
March 24, 1931, to stockholders 
of record at the close of business 
on February 28, 1931. ae 

B. P. SHEARON, Secretary. 




















The 
North American 
Company 
QUARTERLY DIVIDENDS 


No. 108 on Common Stock of 2% 
in Common Stoo!: (at the rate of 1 /40tk 
of one share for each share held); and 


No. 39 on Preferred Stock of 1% 

‘n cash (at the rate of 75 cents per share 
Will be id on April 1, 1981 to re 
spective em hea Fg of record at the 
close of business on March 5, 1931. 


Robert Sealy, Treasure: 























Co. 


Federal Light & Traction 


Preferred and Common Stock Dividends 
62 William Street, New York, N. Y. 
February 4, 1931 
The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
One Dollar and Fifty Cents ($1.50) per 


Share on the Preferred Stock of Federal 
Light & Traction Company, payable on 
February 28, 1931, to the stockholders of 
Pig as of the close of business February 
14, 4. 

The Board of Directors has also declared 
the Thirty-Third Quarterly Dividend on the 
Common Stock of the Company at the rate 
of Thirty-Seven and One-Half Cents (37%4c) 
per share in Cash and One Per Cent in 
Common Stock. This dividend is payable 
on April Ist, 1981, to the common stock- 
holders of record as of the close of business 
March 13th, 1931. 

The Transfer Books will not be closed. 


H. G. TOWNSEND, Assistant Treasurer. 





San Francisco, February 4, 1931 

At a meeting of the Board of Directors of 
the Standard Oil Company of California, 
held this day, regular dividend Number 
Twenty, of 62%c a share, was declared, 
payable on March 16, 1931, to all stock- 
holders of record as shown by the transfer 
books of the corporation in San Francisco 
and New York at the close of business on 
‘February 16, 1981. ; 


STAN DARD Gi. SOMPANY OF 





Imperial Oil, Limited 
Dividend 
Notice To Shareholders And The 
Holders Of Share Warrants 


Notice is hereby given that a dividend of 
twelve and one half cents (12%c) per share, 
in Canadian funds, has been declared by 
the Directors of the Company and that the 
Same will be payable in respect of shares 
specified in any share warrant of the Com- 
pany of the 1929 issue within three days 
after the Coupon Serial Number TWENTY- 
EIGHT (28) of such share warrant has been 
— and delivered to ANY BRANCH 


The Royal Bank of Canada 


such presentation and delivery to be made 
on or after the 2nd day of March, 1931. 

Payment to Shareholders of record at the 
close of business on the 14th day of Febru- 
ary, 1931, (and whose shares are repre- 
sented by share certificates of the 1929 
issue) will be made on or after the 2nd 
day of March, 1931. 

The books of the Company for the trans- 
fer of shares will be closed from the close 
of business on the 14th day of February, 
1931, to the close of business on the 28th 
day of February, 1931. 

BY ORDER OF THE BOARD. 
F. E. HOLBROOK, Secretary 


56 Church Street, 
Toronto, Ontario. 











MOTOR WHEEL 
CORPORATION 
45th Consecutive Dividend 
Lansing, Michigan 
January 28, 1931. 
The Board of Directors today 
declared a quarterly dividend of 
thirty-seven and one-half cents 
(3734c) per share on the common 
stock payable March 10, 1931 to 
stockholders of record February 
20, 1931. : 
C. C. Carlton, 
Secretary. 


























Monongahela West Penn 
Public Service Company 
NOTICE OF DIVIDEND 


The Board of Directors of the Monon- 
gahela West Penn Public Service Com- 
pany has declared quarterly dividend No. 
31 of one and three-quarters per cent 
(433%4¢ per fase) upon the 7% Cumu- 
lative Preferred Stock, for the quarter 
ending March 31, 1931, i Ornems April 1, 
1931, to stockholders of record at the 
f business March 14, 1931. 


S: E. Miter, Secretary. 


close o 
































February 11th, 1931 
The Board of Directors of the Metro-Goldwyn 
Pictures Corporation has declared a quarterly 
dividend of 134% on the Preferred Stock of this 
Company, payable on the 14th day of March, 
1931, to stockholders of record at the of 

business on the 27th day of February, 1931. 

Checks will be mailed. 
; DAVID BERNSTEIN, . 

Vice President & Treasurer. 


589 











tional. The flow of gold from Eng- 
land to the United States and France 
is largely due to England's failure to 
maintain her export position in the 
international commodity markets. The 
drain to France is also partly due to 
the banking failures there, which due 
to the absence of a short money market 
in Paris and to rigidity in the central 
banking mechanism there, have necessi- 
tated the drawing down of French 
balances in the London acceptance 
market. 

It is understood that the B. I. S. 
stands ready to assist, by short-term 
investment in Paris, in the development 
of a market there for bankers’ ac- 
ceptances. If such a market, employ- 
ing also French funds, were developed 
it should do something to correct a 
situation where the first line of defense 
of the banking system of France is in 
London rather than at home. But if 
this is accomplished, London will prob- 
ably have permanently lost a .consider- 
able part of the French funds heretofore 
employed in its bill market. London 
cannot have it both ways. If it enjoys 
the profits of a great discount market 
employing funds from all over the 
world it must expect to meet its short- 
term maturities when the owners have 
need of their funds at home. If it were 
not for the disproportionately acute 
recession in British trade and conse- 
quent shortage of British foreign earn- 
ings coming into the London market, 
the French demands would have been 
less noticeable and more easily met. 

The continued retention of surplus 
gold in the United States and France 
is obviously due (apart from causes 
connected with the French banking 
crisis) to failure to reinvest abroad 
surplus earnings derived from foreign 
trade and investment. Neither coun- 
try is performing fully the long-term 
lending function inseparable from the 
status of a creditor nation. This, again, 
is not due to monetary causes. It is 
due in a measure to inexperience of 
the United States in the business of 
foreign lending, which will gradually 
be rectified, and also and in large part 
to recent unfavorable political ten- 
dencies, presumably temporary, on the 
continent of Europe and elsewhere. 
Central banking policy cannot cure 
this condition. 

It would appear that England's gold 
difficulties arise in large part from try- 
ing to maintain for the sake of the 
banking profits involved the long-term 
foreign lending function of a creditor 
country, when her current operations 
on trade and international services are 
probably not producing a credit bal- 
ance. Her banking machinery is more 
efficient than her industrial machinery, 
wiiereas both must go along together. 
It may well be that England, at least 
for a time, must become a borrower on 
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long-term. This would probably have a 
further quieting effect on current agi- 
tation of the gold shortage thesis. 
Taking a final look at the B. I. S., 
we may conclude that much of the 
speculation concerning its probable role 
in adjusting the world credit base and 
controlling major price movements is 
at present academic. The bank now 
acts as an important unit of a new 
kind in international finance, adminis- 
tering its funds with the definite pur- 
pose of easing foreign exchange strains 
and relieving international money mar- 
ket tensions. It is at the same time 
carrying on the unspectacular but vast- 
ly important role of bringing central 
bankers together on its board for 
periodical consultation on the difficult 
problems of credit and monetary policy 
with which they are confronted as 
heads of their respective institutions. 








Market Strives for Higher 
Levels 
(Continued from page 537) 








declines. Various issues have various 
objectives. No matter how enduring 
or substantial the rise may be, the 
sponsors of weak issues will take full 
advantage of the general trend to mark 
up and distribute their unwanted hold- 
ings. 

, en as far as the general market is 
concerned, it is well to recognize that 
the advance has already brought losses, 
actual and potential, to short sellers of 
both the amateur and professional va- 


riety. Technically, the rise has weak- © 


ened the market. It would be only 
natural to expect the market to break 
down into a more selective affair, with 
periods of reactions and irregularity, 
after the first rush of short covering 
has been completed. Some of the con- 
servative banking interests .have ex- 
pressed themselves as being appre- 
hensive concerning the sharpness of the 
rise and may be expected to lend little 
encouragement to a situation that 
would lead to a runaway market from 
this point. With the market situation 
at hand here, however, the probability 
of a severe reaction to test the 1930 
lows seems considerably more remote 
than it did a few weeks ago. - 
Investment in stocks, therefore, must 
be more than ordinarily discriminating, 
under the circumstances. Conservative 
investment policy does not commend 
commitments made on the top of a 
vigorous advance, no matter how prom- 
ising the longer range outlook may be. 
A reaction from these suddenly estab- 
ices, however, would seem to 
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Facts, News and 
Comments 


Darwin P. Kingsley, who has been 
president of the New York Life Insur. 
ance Co. for twenty-three years, wil] 
resign his position in March to become 
the first chairman of the board. Thomas 
A. Buckner, a vice-president since 
1903, will become president. Mr. 
Kingsley’s resignation is in no sense a 
retirement from active participation as 
it is his intention to continue to devote 
all of his time to the general affairs of 
the company. 


* * * 


C. Edgar Lee, formerly manager for 
G. L. Ohrstrom & Co., in Western 
New York, announces the formation of 
C. Edgar Lee & Co., with offices at 
551 Fifth Ave., for the transaction of 
a general investment securities business. 


* * * 


By the acquisition of the Canadian 
utility properties known as the Do 
minion Gas & Electric Co., American 
Commonwealths Power has added 102 
communities to the territories already 
served by its operating subsidiaries in 
the United States and Canada. The 
entire system now serves more than 400 
growing cities and towns, located in 
diversified areas extending from Maine 
to Florida, from the east coast to as far 
west as Arizona, and north through the 
provinces of Alberta, Saskatchewan 
and British Columbia. 


* * * 


Thomas: L.. Smith. has been elected 
first vice-president of Standard Brands, 
Inc. Thirty years ago he was driving 
a delivery wagon in Troy, N. Y., for 
the Fleischmann Co. For nine years, 
he was vice-presiderit and general man- 
ager of the Fleischmann Co. and be: 
came a vice-president of Standard 
Brands when that company absorbed 
Fleischmann in 1929. 


* * * 


Frederick W. Jesser, who has been 
active in the electrical industry for 42 
years, was recently elected a director 
of the New York Edison Co. He has 
served the company successively as 
secretary to the vice-president, assistant 
secretary of the company, and since 
1924, secretary, which position he still 
holds. 
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The Magazine of Wall Street’s Monthly 


“Adjustable Stock Ratings” 


Keeps you posted on current developments and invest- 
ment outlook; for every New York Stock Exchange 
Security and important Curb Market Securities. 





Published exclusively for 
yearly subscribers to The 
Magazine of Wall Street. If 
you are already a Magazine 
subscriber write at once for 


OUR monthly ‘Adjustable Stock Ratings” will be of inesti- 
mable help to all subscribers to TTHE MAGAZINE OF WALL 
STREET in keeping up-to-date on all securities in which they may 
be interested and in checking changes in the outlook for 
securities previously purchased. 


special offer that will enable 
you to have this guide every 
month. Newsstand readers, 
can obtain this valuable 
guide by taking advantage of 
special offer below. Every 
investor needs the guidance 
of this valuable book—1931 
profits depend on knowing 
the actual prospects for your 
company.—This book gives 
you the latest available facts 
every month. 











Original Methods 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 
any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
ifa change has taken place in the outlook for their holdings. 


Our Comments are changed frequently, keeping you up-to-the 
minute on new developments likely to affect prices. 


Our Conclusions are based on intensive analyses of the com- 
bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


Now, more than ever with business turning the corner, you will 
want the guidance of ‘THE MAGAZINE OF WALL STREET supple- 
mented by our “Adjustable Stock Ratings” so that you can— 


—-Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 
—Know what industries are progressing—which are declining. 
—Know what companies offer the soundest profit possibilities. 
—Have all the essential facts all the time. 


Special Advantages 


—Our numbered lines and special division markers enable you to 
follow each security across and get, at a glance, the essential 
data. 

—For your convenience in quickly locating any Company, all the 
stocks, whether New York ‘Stock Exchange or Curb, are ar- 
ranged in one alphabetical list, marked with an “N” or “C.” 


—The Industry the Security Represents—and other special indus- 
trial activities are shown, as these are of prime importance in 
judging the future of a company. 

Statistical Data:—You will find the important statistics so 
essential in judging and keeping track of your company—earn- 
ings—price range—dividend information—funded debt—shares 
outstanding—ticker symbols, and latest interim earnings available. 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 


sary to every investor. 


These “Adjustable Sock Ratings,” in combination with THE MaGa- 


ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book—Valuable Investment Book—1931 Manual 
For a limited time we offer THE MAGAZINE oF WALL STREET, including full consultation privileges of our Personal Service 
Department one year (regular price $7.50) and our Monthly “Adjustable Stock Ratings” one year (regular price $2.50; sold only 
i combination with a year’s subscription to THE MAGAZINE or WALL SrTrREET)—all for $9.00. If you are a subscriber now, the 
expiration date of your current subscription will be extended accordingly. 


Mail This Coupon Today 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) including full privileges of your Personal Service Department and also send me the next 12 issues of your Monthly 
Adjustable Stock Ratings” and your 1931 Manual to be published March 2. (If your order is received within ten days 
we will also send you our new book. “How to Invest for Income and Profit During 1931.”) 


Address 


Canadian Postage 50c additional per year: Foreign $1.00 


Feb. 21st, R. B. 1931 


——— 




















DIAMOND JUBILEE YEAR 


1871 - 1931 





SIXTY YEARS OF PROGRESS 





NOTES FROM DIRECTORS’ 
STATEMENT FOR 19304 REPORT 


NEW ASSURANCES 
PAID FOR (net) - 


ASSURANCES IN 
FORCE (net) 


$705,678,000 


- $2,863,701,000 


TOTAL INCOME 


(net) - += «+ $186,662,000 


PAYMENTS TO POLICYHOLDERS 
AND BENEFICIARIES 
IN 1930 - + $81,274,000 


PAYMENTS TO POLICYHOLDERS 
AND BENEFICIARIES SINCE 
ORGANIZATION  $500,949,000 


TOTAL LIABILITIES $552,201,000 
(including paid up Capital Stock) 


SURPLUS AND CONTINGENCY 
RESERVE - - $36,532,000 


ASSETS, AT DECEMBER 


31st, 1930 + - 





$588,733,000 F 


In a year in which all classes of business have 
encountered many difficulties, the Company has 
made gratifying progress. New policies paid for 
show. an increase of $51,227,652.32, both the 
ordinary and group departments making sub- 
stantial gains. 

Total assurances in force show an increase of 
$462,464,542.58. This gain represents a very 
high rate of persistency. indicating the high value 
placed by our policyholders on their contracts 
with the Company in a period of extreme financial 
pressure. 

The number of policies and group assurance 
certificates outstanding passed the million mark 
during the year. 

The total net income shows an increase of 
$13,804,544.54. 

The total payments to policyholders and bene- 
ficiaries since organization . . . equal the total 
assurances in force in the Company’s fiftieth year 
(ten years ago). 

The mortality among our policyholders has 
been highly favourable. 


The rate of interest earned on the mean invested _ 


assets was 6.44 per cent. 

Profits paid to policyholders during the year 
amounted to $25,641,231.04. 

In a year of almost unprecedented business de- 
pression the outstanding quality of the invest- 
ments has been strikingly shown. The actual 
cash dividends received on the total common 
stocks held by the Company were $969,103.84 
in excess of the dividends payable on those iden- 
tical shares in 1929. ... Even on the basis of the 
low prices at the close of the year our common 
stock holdings show a substantial excess of market 
value over cost. 

Profits to policyholders entitled to participate 
during the ensuing year will be again allotted on 
the scale at present in operation. 

The special Maturity Dividend is also con- 
tinued on the basis announced last ‘year. 


SUN LIFE ASSURANCE 
COMPANY OF CANADA 
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